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SECURITIES ACT OF 1933 
Release No. 5574/March 10, 1975 


PERMANENT SUSPENSION OF THE REGULATION A 
EXEMPTION OF ACME INTERNATIONAL CORPORA- 
TION 


The Securities and Exchange Commission’s order of 
August 6, 1974 temporarily suspending the Regulation 

A exemption from registration under the Securities 

Act of 1933 with respect to a proposed public offering 

of securities of Acme International Corporation (““Acme”), 
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445 South Figueroa Street, Los Angeles, California 90017, 
has become permanent. Koss Securities Corporation of 
Brooklyn, New York was the named underwriter of this 
offering. 


Pursuant to a Notification filed February 26, 1973, Acme 
proposed to offer 200,000 shares of its $.50 par value 
common stock at $2.50 per share with an aggregate offer- 
ing price of $500,000. According to the order, the Com- 
mission had reason to believe that: (a) the Notification 
and Offering Circular of Acme contained untrue state- 
ments of material facts and omitted to state material 
facts necessary in order to make the statements made 

in the light of the circumstances under which they were 
made not misleading, particularly with respect to, among 
other things, the failure to disclose the extent of depend- 
ence of one of its subsidiaries upon any one customer or 
group of customers for a significant portion of its revenues; 
the failure to disclose the business activities, operating 
methods and profit or loss experience of another subsidi- 
ary; the failure to disclose in the offering circular the 
right granted the underwriter under the terms of the 
underwriting agreement to place a nominee on Acme’s 
board of directors for the next five years; the faiiure to 
disclose that Acme entered into merger negotiations in 
the summer of 1973 with NACA Manufacturing Corpor- 
ation, a Las Vegas, Nevada company; and the failure to 
accurately state those jurisdictions in which the securities 
were proposed to be offered; (b) Koss Securities Corpora- 
tion, which was named as the underwriter for this offer- 
ing, has been indicted in an unrelated matter for criminal 
conduct involving the purchase or sale of a security and, 
pursuant to Rule 261(a)(6), such indictment constitutes 
grounds for suspension of Acme’s Regulation A exemp- 
tion; (c) Acme failed to cooperate with the Commission 
in that Acme failed or refused to reply to its April 18, 
1973 comment letter and three telephone requests from 
the Commission’s staff with respect to the amending of 
the Notification and Offering Circular or its withdrawal; 
and (d) the offering, if allowed to commence, would 
have been made in violation of Section 17 of the Securi- 
ties Act of 1933. 





SECURITIES ACT OF 1933 
Release No. 5575/March 10, 1975 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION DF VALLEY RANCHES, LTD. 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A exemp- 
tion from registration under the Securities Act of 1933 
with respect to the offer and sale of limited partnership 
units in Valley Ranches, Ltd. of Seattle, Washington. 
North Valley Ranches, Inc. (the issuer) was to act as 
general partner for Valley Ranches, Ltd. Unity Securities 
Corporation of Beverly Hills, California was the named 
underwriter of the offering. 


Pursuant to a notification filed on April 16, 1973, the 
issuer proposed to offer 500 limited partnership units 
at $1,000 per unit for an aggregate of $500,000. Ac- 
cording to the order, the Commission has reason to be- 
lieve that: (a) the notification and offering circular of 
the issuer contain untrue statements of material facty 
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and omit to state material facts necessary in order to make 
the statements made, in the light of the circumstances under 
which they were made, not misleading, particularly with reff 
spect to, among other things, the fair market value of the 
land to be purchased by the partnership; the extent to 
which such land could be utilized profitably for agricultural 
purposes; limitations on the availability of irrigation water 
for use on such land; losses suffered by investors in another 
limited partnership venture promoted by Scheiderich; modes 
and extent of compensation received by Scheiderich and 
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management practices in a previous limited partnership ven- i, 
ture promoted by him; and the experience and training in th 
farming operations of the persons who would manage the de 
land to be acquired by the partnership; (b) pursuant to cL 
Rule 261(a)(4), the Regulation A exemption is unavailable be 
because an injunction against the underwriter of the pro- 
posed offering was issued in United States District Court 2) 
at Los Angeles; and (c) the proposed offering, if made, Sf 
would be in violation of Section 17 of the Securities Act 
of 1933, as amended. 3 
m 
K 
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Release No. 11281/March 7, 1975 


Admin. Proc. File No. 3-4583 





In the Matter of 
ROBERT KOLBERT Ss 
1391 Broadway S 
Hewlett, Long Island, New York 
N 
HERBERT SCHULMAN F 
140 Cadman Plaza West 
Brooklyn, New York N 
a 
STEPHEN ZARDUS ti 
2429 N. E. 11th Street a 
Fort Lauderdale, Florida 0 
FINDINGS AND ORDER BARRING ASSOCIATION | S§ 
WITH BROKER-DEALER a 
u 
These proceedings under the Securities Exchange Act 0 
are with respect to Robert Kolbert and Herbert Schul- 0 
man, formerly a salesman and trader, respectively, with tt 
broker-dealer firms, and Stephen Zardus, president of ul 
a registered broker-dealer. Respondents have not answer- 
ed the order that instituted these proceedings. Hence F 
they are in default. 1/ a 
tl 
On the basis of the order for proceedings and of respond- | §& 
ents’ defaults, it is found 2/ that each of them has, on e 
his plea of guilty, been convicted of a crime involving ; 4@ 





the purchase and sale of securities. 3/ 






In view of the foregoing, it is in the public interest to 
bar respondents from association with any broker-dealer. 












er 
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Accordingly, 1T IS ORDERED that Robert Kolbert, Herbert 
Schulman, and Stephen Zardus be, and they hereby are, bar- 
ed from being associated with any broker or dealer. 


For the Commission, by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Rule 7(e) of the Commission’s Rules of Practice provides 
that a party’s failure to file an answer as required shall be 
deemed a default. The rule further provides that in such cir- 
cumstances, the allegations in the order for proceedings may 
be deemed to be true as to such party. 


2/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 


3/ The security involved was the common stock of Auto- 
mated Information Systems, Inc. United States v. Theodore 
Koss, et al., 73 Cr. 903 (S.D.N.Y.). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11282/March 7, 1975 


in the Matter of 


FIRST FACTORS 
1060 Crenshaw Boulevard 


File No. 3-4633) 


Aye: Angeles, California 90019 


Securities Exchange Act of 1934 
Section 15(a)(2) 











NOTICE OF APPLICATION AND OPPORTUNITY 
FOR HEARING 


NOTICE IS HEREBY GIVEN that First Factors has filed 
an application pursuant to Section 15(a)(2) of the Securi- 
ties Exchange Act of 1934, as amended (the “Act’’), for 
an order exempting it from the registration requirements 
of Section 15(a)(1) of the Act. 


Section 15(a)(2) authorizes the Commission to exempt 
any broker or dealer or class of brokers or dealers, either 
unconditionally or upon specified terms and conditions 
or for specific periods, from the registration requirement 
of Section 15(a)(1) of the Act, if the Commission deems 
it necessary or appropriate in the public interest or for 
the protection of investors. 


First Factors is a California co-partnership which makes 
direct loans to eligible small business concerns under 

the loan guarantee program of the United States Small 
Business Administration (““SBA’’). A loan made to an 
eligible small business with SBA approval qualifies for 
an SBA loan guarantee as to principal and interest to 

the extent of 90% of the unpaid balance of the loan or 
$350,000, whichever is less. First Factors is an approved 

(pender under that program. In return for any loan it 
\ akes, First Factors will receive a promissory note from 


the borrower for the full amount of the loan. First Factors 
will then sell, with the consent of the SBA, the guaranteed 
portion of each loan to institutional investors. All such sales 
will be made through brokers or dealers registered with the 
Commission. First Factors will retain the non-guaranteed 
portion of each loan and will customarily service the loan 
for purchasers of the guaranteed portion. 


A more detailed statement of information is contained in 
the application for exemption which is on file at the Pub- 
lic Reference Room of the Securities and Exchange Com- 
mission at 1100 L Street, N. W., Washington, D. C. 


NOTICE IS FURTHER GIVEN that any interested person 
may submit to the Commission not later than April 11, 
1975 in writing any views or substantial facts bearing on 
this application or the desirability of a hearing thereon. 
Any such communication or request should be addressed 
to the Secretary, Securities and Exchange Commission, 
500 North Capitol Street, N. W., Washington, D.C. 20549 
and should refer to File No. 3-4633. Any such statement 
should also briefly provide the nature of the interest of 
the person submitting information or requesting a hearing, 
the reason for such request, and the issues of fact and law 
raised by the application which he desires to controvert. 
Any time after April 11, 1975, an order granting the appli- 
cation may be issued upon request or upon the Commis- 
sion’s own motion. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11283/March 10, 1975 


Admin. Proc. File No. 3-4627 
In the Matter of 


BARRY M. ROSS 
1350 15th Street 
Fort Lee, New Jersey 


MARK E. ROSS 
1350 15 th Street 
Fort Lee, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are broker-dealer proceedings under the Securities 
Exchange Act with respect to Barry M. Ross and Mark E. 
Ross who are employed as securities traders by a regis- 
tered broker-dealer. 


Respondents admit all the allegations in the proposed 
order for proceedings and consent to the findings and 
order set forth below. 


On the basis of the order for proceedings and the respond- 
ents’ consent, it is found that in July of 1971, respondents 
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willfully violated Section 10(b) of the Exchange Act and 
Rule 10b-5 thereunder in that they dominated, controlled 
and manipulated the market in Elinvest, Inc. stock and 
created a false and misleading appearance of a widespread 
and independent interest in the stock. 


in view of the foregoing, it is in the public interest to im- 
pose the sanctions to which respondents consent. 


Accordingly, 1T 1S ORDERED that respondents be, and 
they hereby are, barred from association with any broker- 
dealer, investment company or investment adviser. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11284/March 10, 1975 


Admin. Proc. File No. 3-4330 
In the Matter of 


SHASKAN & CO., INC. 
New York, New York 
(812417) 


SIDNEY R. BUCHMAN 


SANFORD TRONTZ 
160 Deer Trail North 
Ramsey, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act, Shaskan & Co., Inc. (“registrant’’), a re- 
gistered broker-dealer, Sidney R. Buchman, a former vice- 
president of that firm, and Sanford Trontz, who was a 
registered representative of Cohen Goren Equities, Inc., 
formerly a registered broker-dealer, 1/ have submitted 
offers of settlement which the Commission has determined 
to accept. Solely for the purpose of these or any other 
proceedings under specified provisions of the Exchange 
Act, and without admitting or denying the allegations 

in the order for proceedings, respondents consent 
findings of misconduct as alleged in that order and to 

the imposition of specified sanctions. 


On the basis of the order for proceedings and the offers 
of settlement, it is found that: 2/ 


1. During the period from about May 24, 1972 to Feb- 
ruary 14, 1973, respondents willfully violated Section 
17(a) of the Securities Act and Section 10(b) of the Ex- 
change Act and Rule 10b-5 thereunder in connection 
with a registered public offering of stock of Logos De- 
velopment Corp. and trading in the stock thereafter. 
Cohen Goren was underwriter for an offering of 125,000 
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shares of Logos stock at $10 per share pursuant to a regis- 
tration statement effective Vay 24, 1972. Trontz with- 
held shares from public sale and placed them in nominee 
accounts, later selling the shares in the after-market for a 
substantial profit at artificially inflated prices. He also in- 
duced customers to purchase stock in the offering by 
representing that Logos was a “hot issue’’ and would \ 
open at a premium far in excess of the public offering b 
price, and required customers to purchase stock in the 
after-market in order to obtain shares of the offering. In 
addition, Trontz arranged for customers of Cohen Goren fi 
to purchase Logos stock in the after-market from other 
broker-dealers in order to create the false appearance of 
widespread demand. 






Registrant and Buchman participated in a manipulation 
of the after-market for Logos stock which kept the stock 
ai artifically inflated price levels. They entered into an 
arrangement with Cohen Goren pursuant to which re- 
gistrant entered quotations for the stock both in the “pink 
sheets” published by the National Quotation Bureau and 
with the National Association of Securities Dealers Auto- 
mated Quotations System (“NASDAQ”’) in return for cer- 
tain guarantees, thereby creating the illusion of an active 
independent market for the stock. And registrant quoted 
Logos stock at artificially inflated prices and purchased ? 
and sold the stock at such levels. . 


2. During the same period, registrant, willfully aided and 
abetted by Buchman, willfully violated Section 15(c) (2) 
of the Exchange Act and Rule 15c2-7 thereunder in that 
it failed to inform the National Quotation Bureau, NASDAQ R 
and other broker-dealers quoting Logos stock that its cif if 
0 





tations were inserted pursuant to the arrangement describ- 
ed above. 


3. During the same period, Trontz willfully aided and i 
abetted violations of Section 17(a) of the Exchange Act 

and Rule 17a-3 thereunder in that false entries were made 5 
in Cohen Goren’s books and records with respect to his C 
transactions in Logos stock. ( 


4. During the period from about May to September 1972, c 
Trontz willfully violated Section 10(b) of the Exchange Act i 
and Rule 10b-6 thereunder in that, while participating in the 
Logos distribution, he bid for and purchased the stock for T 
his own account and accounts in which he had a beneficial 


interest, and induced others to purchase the stock. : 
5. During the period from about April 1 to June 20, 1973, , 
registrant willfully violated Section 8(c)(1) of the Exchange “ 
Act and Rule 8c-1 thereunder in that it improperly hypo- . 
thecated customers’ securities. b 


6. During the same period, registrant willfully violated Sec- , 
tion 15(c)(3) of the Exchange Act and Rule 15c3-3 there- 
under in that it did not promptly obtain and maintain phy- 





: ; i d 
sical possession or control of all fully-paid and excess mar- s 
gin securities carried for customers’ accounts. 

e , . : F 

7. During the period from about April 30 to June 20, ¥ 





1973, registrant willfully violated Section 17(a) of the Ex- 
change Act and Rule 17a-11 thereunder in that it failed to 
give telegraphic notice that its net capital was deficient . 
i\() 
6} 






and to file required reports. 
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in view of the foregoing, it is in the public interest to 
pose the sanctions specified in the offers of settlement. 





er and dealer of Shaskan & Co., Inc. be, and it hereby is, re- 
voked; and that, effective as of the opening of business on 
March 24, 1975, Sidney R. Buchman and Sanford Trontz 
be, and they hereby are, suspended from association with 
any broker-dealer, investment adviser or investment com- 
pany for a period of six months, and barred thereafter 

from any such association except as a supervised employee 
in anon-supervisory capacity upon a showing to the Com- 
mission of adequate supervision. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ Cohen Goren consented to revocation of its broker- 
dealer registration in these proceedings. Securities Ex- 
change Act Release No. 10252 (June 28, 1973), 2 SEC 
Docket 70. 


2/ The findings herein are not binding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
| No. 11285/March 10, 1975 


Admin. Proc. File No. 3-4469 
In the Matter of 


SMITH BROS. & CO. 
Chicago, Illinois 
(82989) 


ORDER DISMISSING PROCEEDINGS AND CANCEL- 
ING BROKER-DEALER REGISTRATION 


These are proceedings under the Securities Exchange Act 
with respect to Smith Bros. & Co. (“registrant”’), a regis- 
tered broker-dealer. William T. Phelan, a former partner 
of registrant who was also charged, has been barred from 
the business. 1/ It now appears that Phelan was solely 
responsible for the violations on which the proceedings 
were based. Moreover, registrant, a partnership, has now 
been dissolved and liquidated. 2/ 


Accordingly, 1T 1S ORDERED that these proceedings with 
respect to Smith Bros. & Co. be, and they hereby are, 
dismissed, and that the registration as a broker and dealer 
of Smith Bros. & Co. be, and it hereby is, cancelled. 





For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


\) 


George A. Fitzsimmons 
Secretary 





ordingly, 1T 1S ORDERED that the registration as a brok- 


1/ William T. Phelan, Securities Exchange Act Release No. 
10890 (June 28, 1974). 


2/ All customers’ claims have been satisfied. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11286/March 10, 1975 


The Securities and Exchange Commission has issued a 
notice giving interested persons until March 31, 1975 to 
request a hearing on an application by Creative Logic 
Corporation (“the Company”), pursuant to Section 12(h) 
of the Securities Exchange Act of 1934 (‘the Act’’) for 
an order exempting the Company from the reporting re- 
quirements of Section 15(d) of the Act and from filing 
Form 10-K for the fiscal year ended December 31, 1974. 
In view of the relatively small number of stockholders 

of Creative, its limited business activities, the absence 

of any trading interest in its stock and the doubtful 
status of its future operations, the Company believes that 
the exemption requested is not inconsistent with the pub- 
lic interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11287/March 11, 1975 


A notice has been issued giving interested persons until 
March 23 to request a hearing on an application of the 
Pacific Stock Exchange, Inc. for unlisted trading privileges 
in the common stock of The International Nickel Com- 
pany of Canada, Ltd. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11288/March 11, 1975 


ANNOUNCEMENT OF WRITTEN REQUEST SENT TO 
REGISTERED NATIONAL SECURITIES EXCHANGES 
CONCERNING AVAILABILITY OF QUOTATION IN- 
FORMATION 


The Securities and Exchange Commission today announced 
that it had sent the following letter to all registered national 
securities exchanges: 


Dear (President of each national securities exchange): 


As you are aware, the Commission, on February 2, 1972, 
in its statement on the Future Structure of the Securities 
Markets, announced certain regulatory initiatives it intend- 
ed to effect to assist in the evolution towards a central 
market system for listed securities. 1/ This statement was 
based on a number of years of hearings and special studies 
2/ and on the data and testimony submitted therein, as 
well as on the Commission’s experience gained through 
the years of administering the Federal securities laws. 
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As “‘an essential step toward formation of a central 
market system,” the Commission in its Policy State- 
ment on the Structure of a Central Market System 

called for the “[i] mplementation of a nationwide dis- 
closure or market information system to make univer- 
sally available price and volume in all markets and quo- 
tations from all market makers.” 3/ The first steps in the 
development of such a system have already been taken. 
The Commission has adopted Rule 17a-15 under the Se- 
curities Exchange Act of 1934 (the ““Act’’), governing 
the reporting of market information on transactions in 
listed securities, 4/ and has declared effective pursuant 
to that Rule a joint plan governing the reporting of last 
sale information on a consolidated basis. 5/ Pursuant 

to that plan, a pilot phase of a consolidated last sale 
reporting system began on October 18, 1974 and work 

is proceeding toward the full implementation of that 
system. 


As you are also aware, the Commission republished for 
public comment proposed Rule 17a-14 under the Act 
which provides for the reporting of all bids and offers 

in listed securities by requiring national securities ex- 
chages, national securities associations, and broker-dealers 
that are not members of any such organizations to make 
quotations in such securities available on a real-time, 
current and continuing basis in accordance with the 
terms and provisions of a plan filed with and declared 
effective by the Commission. 6/ The Commission is 
deferring any further consideration of proposed Rule 
17a-14, however, until it has had an opportunity to 
observe the effects of the action discussed below. 


The Commission has determined that quotation informa- 
tion, such as that currently provided by some exchanges 
to their members, is essential to broker-dealers, whether 
members or not, in discharging their duty of reasonable 
diligence in the execution of customers’ orders. A broker- 
dealer that is prohibited from access to that information 

is severely disadvantaged thereby. In addition, quotation 
information is of significant value to the market place as 

a whole insofar as a quotation reflects the considered 
judgment of a market professional as to various factors 
affecting the market, including the current price levels 

and size of buying and selling interest. Thus, restrictions 
on dissemination of that information detract from the 
efficiency of the market place in reflecting all available 
fundamental and market information respecting an issuer’s 
securities. Finally, quotation information is of considerable 
value to investors, both individual and institutional, in 
determining the best market for execution and in under- 
standing the market forces at work at any given time. 


For these reasons, among others, the Commission believes 
that it is necessary and appropriate for the protection of 
investors, to ensure fair dealing in securities traded upon 
national securities exchanges, and to ensure the fair ad- 
ministration of such exchanges, that the rules and prac- 
tices of such exchanges that restrict, are interpreted to 
restrict or have the effect of restricting, access to or use 
of such quotation information as is currently or may be 
in the future disseminated by such exchanges to any quo- 
tation vendor (i.e., any person, other than a market maker 
or specialist, who is engaged in the business of dissemina- 
ting, on a real-time or current and continuing basis, quo- 
tations for listed securities, whether distributed through 
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an electronic communications network or displayed on a 
terminal or other device or otherwise) should be eliminated. 





Accordingly, the Commission hereby formally requests, q 


pursuant to the authority vested in it under the Securities 
Exchange Act of 1934, and particularly Sections 2, 6, 10, 
11, 17, 19 and 23 thereof, 7/ to eliminate those which re- 
strict, are interpreted to restrict or have the effect of re- 
stricting, access to or use of such quotation information as 
is currently, or may be in the future, disseminated by your 
exchange to any quotation vendor, with such changes to be 
effective on or before May 1, 1975. 8/ 


Because we believe that the interests of public investors 
require the prompt implementation of the above-described 
rule and/or practice changes, we request that your Board 
of Directors approve the requested changes not later than 
April 11, 1975, with such changes to become effective, 
after appropriate exchange procedures, not later than May 
1, 1975. If the boards of directors of all the national se- 
curities exchanges registered with the Commission do not 
take such action on or before April 11, 1975, the Commis- 
sion will commence appropriate proceedings promptly 

to determine whether it should exercise its authority to 
alter or supplement the rules and practices of exchanges 
in the manner described above. In that event, the Commis- 
sion will afford you and other interested persons an oppor- 
tunity to submit views, data and arguments in order to fa- 
cilitate the Commission’s consideration of whether to ex- 
ercise its authority in this matter and whether to exercise 
it in the manner described above. The procedures for that 
purpose would be specified prior to the commencement of 
any such proceeding. 


For the Commission. 
Sincerely, 


Ray Garrett, Jr. 
Chairman 


The letters were sent te the American Stock Exchange, Inc., 
Boston Stock Exchange, Chicago Board Options Exchange, 
Inc., Cincinnati Stock Exchange, Detroit Stock Exchange, 
Midwest Stock Exchange, Inc., New York Stock Exchange, 
Inc., Pacific Stock Exchange, Inc., PBW Stock Exchange, 
Inc., Intermountain Stock Exchange and Spokane Stock 
Exchange. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Securities and Exchange Commission, Statement on the 
Future Structure of the Securities Markets 7 (1972) 
(hereinafter cited as Market Structure Statement). The 
Commission first endorsed the concept of a central mar- 
ket system in the letter of transmittal accompanying the 
Institutional Investor Study, March 10, 1971. 


2/ See, e.g., In the Matter of the Structure, Operation and 
Regulation of the Securities Markets, Securities and Ex- 
change Commission File No. 4-147; Securities and Ex- 
change Commission /nstitutional Investor Study Report, 
H.R. Doc. No. 92-64, 92d Cong., 1st Sess. (1971). 
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3/ Market Structure Statement, supra note 1, at 8-9. This 
position was reaffirmed by the Commission in 1973 in its 
Policy Statement on the Structure of a Central Market 
System (hereinafter cited as Policy Statement). 


4/ Securities Exchange Act Release No. 9850 (November 8, 
1972). 


5/ Securities Exchange Act Release No. 10787 (May 10, 
1974). 


6/ Securities Exchange Act Release No. 10969 (August 14, 
1974). 


7/ 15 U.S.C. 8878b, f, j, k, q, s, w. 
8/ The Commission does not view as a restriction reason- 


able charges for providing access to, or permitting use of, 
quotation information. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11289/March 11, 1975 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 

of 1934 the temporary suspension of over-the-counter 
trading in the securities of Kootenay Gold Mines, Ltd., 

a Nevada corporation located in Las Vegas, Nevada for a 
ten-day period commencing at 12:20 p.m. (EST) March 11, 
1975 and terminating at midnight (EST) on March 20, 
1975. 


The suspension was initiated because of the unavailability 
of current reliable financial and other material informa- 
tion concerning the company and because of questions 
raised concerning recent trading activities. 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quotation 
but immediately contact the staff of the Securities and 
Exchange Commission, Division of Enforcement in Wash- 
ington, D. C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain 

from entering quotations relating to the securities in 
question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11290/March 11, 1975 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 

of 1934 the temporary suspension of over-the-counter 
trading in the securities of Chemex Corp., located in Denver, 
Colorado, for a ten-day period commencing at 12:30 p.m. 
(EST) March 11, 1975 and terminating at midnight (EST) 
on March 20, 1975. 


The suspension was initiated to allow for dissemination of 
information contained in a press release issued by Chemex 
Corp. on March 10, 1975 which refuted rumors that Chem- 
ex Corp. had discovered a cure for cancer. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the suspension, no quotation 
may be entered unless and until they have strictly com- 
plied with all of the provisions of said rule. If any broker 
or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement, 

in Washington, D. C. If any broker or dealer is uncertain 
as to what is required by Rule 15c2-11, he should refrain 
from entering quotations relating to the securities in ques- 
tion until such time as he has familiarized himself with said 
rule and is certain that all of its provisions have been met. 
If any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11291/March 13, 1975 


Admin. Proc. File No. 3-4366 
In the Matter of 
TASSAWAY, INC. 

8383 Wilshire Boulevard 


Beverly Hills, California 


MEMORANDUM OPINION AND ORDER DISMISSING 
REVIEW PROCEEDING 


REGISTERED SECURITIES ASSOCIATIONS 
AUTOMATED QUOTATION SYSTEMS 


SUSPENSION OF SECURITY FROM AUTOMATED 
QUOTATION SYSTEM 
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Financial Condition 


Where a registered securities association removed a 
security from its automated quotation system because 
the issuer of the security concededly lacked sufficient 
capital to meet system's eligibility requirements and 
where issuer’s case rested entirely on a hoped-for ac- 
quisition which later fell through, review proceeding 
dismissed. 


Scope of Commission Review 
Discretionary Determinations by Association 
Analogy to Exchange Delisting Proceedings 


Where issuer conceded its failure to meet automated 
quotation system’s numerical qualitative test so that 
its case consisted entirely of a plea addressed to re- 
gistered securities association's discretion, held, 
primary control over quotation system is vested in 
the association. When the association adheres to its 
rules, the Commission is not free to substitute its 
discretion for that of the association. 


APPEARANCES: 


Dennis C. Hensley and Richard A. Fitzpatrick, for the 
National Association of Securities Dealers, Inc. 


Stuart Jackson and James M. McMahan, of Rogers and Wells, 
for Tassaway, Inc. 


An issuer compalins about the fact that its stock has been 
dropped from an automated over-the-counter quotation 
system. No application of this type has ever been made to 
us before. So this can be called a case of first impression. 


il. 
It has long been recognized that: 
(A) The over-the-counter securities markets are diverse. 1/ 


(B) Some over-the-counter stocks are as widely held as 
many exchange-listed issues. And many such over-the- 
counter issues meet qualitative criteria of the type tradi- 
tionally associated with exchange listing. 2/ 


(C) Investors and traders in that class of over-the-counter 
stocks are entitled to price and volume information com- 
parable in quality and in accessibility to that which the 
public has come to expect for listed issues. 3/ 


(D) That informational need can be met by means of 
contemporary data-processing techniques. 4/ 


Hence the National Association of Securities Dealers, Inc. 
(“NASD”), the self-regulatory association to which most 
over-the-counter brokers and dealers belong, has developed 
an automated quotation system called “NASDAQ.” 5/ 
That system supplies comprehensive market information 
about over-the-counter issues to its subscribers. 6/ And it 
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summarizes this material for the general public. The appli- 
cable NASD by-law states that “market summary informa- 
tion for newspaper publication, shall be produced in a for- 
mat acceptable to most publishers without charge.” 7/ 
Hence investors in NASDAQ issues have a market informa- 
tional advantage over people who invest in non-NASDAQ 
over-the-counter issues. It follows that companies whose 
securities are in the NASDAQ system benefit from the pub- 
lic exposure that the system produces. 8/ 


NASDAQ is selective. It carries only quotations for “‘auth- 
orized securities.’ Authorized securities must meet certain 
prescribed tests. Those tests are of two types. One relates 
to the extent of public investor interest in the issue. Thus 
no stock will be authorized for NASDAQ unless at least 
100,000 shares of the issue are held of record by at least 
300 public investors. 9/ The other type of test is designed 
to see to it that authorized issues come up to a certain very 
modest qualitative standard. Thus, for example, an issuer 
must have at least $250,000 in capital plus surplus to keep 
its stock in NASDAQ. 10/ 


This case is about that $250,000 test, a test that no one 
can deem unduly rigorous in today’s economic environ- 
ment. 


Tassaway, Inc.’s public filings with us on our Form 10-K 
showed not merely a lack of the required $250,000, but a 
capital deficit of over $3.4 million. 11/ That caused the 
NASD to suspend Tassaway’s common stock form NAS- 
DAQ. 12/ Tassaway thereupon appealed to us. 13/ It 
made but one argument, viz: that it was on the verge of 
effecting an acquisition that would, when consummated, 
give it more than enough capital to meet NASDAQ’‘s 
$250,000 test. 14/ 


Since then, however, Tassaway has reported to us on our 
Form 8-K that the acquisition agreement has been rescind- 
ed. 15/ But Tassaway’s petition for review (which it has 
never sought to amend or supplement) turns entirely on 
that now abortive agreement. In the circumstances, this 
review proceeding should be dismissed. 


IV. 
No more need be said to dispose of the petition. 


But this is our first NASDAO case. So we think this a 
suitable occasion on which to state the standards by 
which we shall be guided when asked to review the 
NASD’‘s actions with respect to NASDAQ. The NASD’s 
role in NASDAQ is the same as that of the organized ex- 
changes with respect to the lists of securities traded on 
them. It follows that the governing legal standards 
should also be the same. And we hold that they are: 


(1) Though exclusion from the system may hurt existing 
investors, primary emphasis must be placed on the inter- 
ests of prospective future investors. The latter group is 
entitled to assume that the securities in the system meet 
the system’s standards. Hence the presence in NASDAQ 
of non-complying securities could have a serious decep- 
tive effect. 16/ 
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(2) Our function when asked to review the NASD’s action 
with respect to NASDAQ is very narrow. It is solely that of 
seeing whether “‘the specific grounds on which such action is 
based exist in fact and are in accord with the applicable 
rules of the association.” 17/ Should the NASD’s action 
meet that test, we must dismiss the review proceeding. 18/ 


(3) To the extent that discretion enters into the matter — 
and it very often does — 19/ the discretion in question is the 
NASD’‘s, not ours. 20/ Hence we are not at liberty to sub- 
stitute our discretion for that of the Association. 21/ 


V. 


Even if Tassaway still entertained the acquisition hopes 
about which it was so confident when it first brought this 
matter to us 22/ and even if the record were such as to 
convince us that those hopes were indeed viable, 23/ we 
should nevertheless be constrained to dismiss this review 
proceeding. 


Here the information on which the NASD acted came 
from the issuer itself. So there was no room for dispute 
about the accuracy of the data. Nor is there anything am- 
biguous about the $250,000 standard on which the NASD 
relied. Thus, Tassaway’s case was based entirely on hope. 
How realistic was that hope? And what weight should be 
given even to a realistic hope — when it is as long-deferred 
as this one was? 24/ These are clearly discretionary ques- 
tions. Hence the NASD’s answers to them are conclusive 
and could in no event be reexamined here. 25/ 


Accordingly, 1T 1S ORDERED that this review proceeding 
be, and it hereby is, dismissed. 


By the Commission (Chairman GARRETT and Commis- 
sioners LOOMIS, EVANS, and POLLACK), Commissioner 
SOMMER not participating. 


George A. Fitzsimmons 
Secretary 


1/ For many years the over-the-counter markets were 
shrouded in relative obscurity. Dispelling that obscurity 
was one of the key purposes of the study of the securities 
markets that we made from 1961 to 1963, pursuant to 
Section 19(d) of the Securities Exchange Act added to 
that statute in 1961 by 75 Stat. 464. At that time the 
Commission’s then Chairman told the Congress that the 
lack of data about the over-the-counter markets was a 
“fundamental problem” and that the study would 
gather “important information concerning the actual 
operation of the over-the-counter market and the ade- 
quacy of the rules governing trading in that market.” 
Hearings on H. R. Res. 438 Before a Subcommittee of 
the House Committee on Interstate and Foreign Com- 
merce, 87th Cong., 1st Sess. p. 6 (1961). Accordingly, 
the study’s report (H.R. Doc. No. 95, 88th Cong., 1st 
Sess. (1963) commonly known as the “Special Study” 
gave much attention to the over-the-counter markets. 
Their astounding heterogeneity was repeatedly stressed 
in Chapter VII of the Special Study at pp. 533-796 of 
part 2 of that document. 


f) {\ 2/ Special Study, pt. 2 at 669: ‘‘Most over-the-counter 


securities presently (i.e. in 1963) live in an entirely different 
regulatory world from exchange-listed securities, even 
though many of them are quite indistinguishable from many 
securities in the other world and bear almost no resemblance 
to others in their own.” 


3/ Id. at 671-678. 


4/ Id. at 655-659. The Special Study concluded (id. at 
678): “With an already strong communications network, 
there is on the horizon the likelihood of a computer system 
that would assemble all interdealer quotations and instan- 
taneously determine and communicate best quotations for 
particular securities at any time. If such a system were estab- 
lished, the further possibility of using it in connection with 
executions and to compile actual price and volume data for 
over-the-counter transactions would exist. Any such auto- 
mated system would clearly be affected with a public inter- 
est and should be under regulatory supervision. The NASD 
is the natural source of leadership and initiative in dealing 
with matters of automation in respect of over-the-counter 
markets. It should actively carry forward the very limited 
study of automation possibilities applicable to the over-the- 
counter markets that the Special Study has been able to 
undertake and should report to the Commission from time 
to time as to the progress and programs of the industry 

in this area. The Commission and the NASD should jointly 
consider possibilities for developing and coordinating auto- 
mation programs in such manner as to fulfill their respec- 
tive regulatory needs, as well as operational needs of the 
markets, with maximum effectiveness and minimum dupli- 
cation and expense.” 


5/ Article XVI of the NASD‘s by-laws (which became effec- 
tive on December 16, 1968) describes the system and lays 
down rules with respect to it. NASDAQ’s evolution is 
chronicled in our annual reports. See 34 SEC Ann. Rep. 
15-16 (1969); 35 id. 4-6 (1970); 36 id. 80-81 (1971); 37 

id. 8-10 (1972) (reporting the formal commencement of 
operations on February 8, 1971, with approximately 2,300 
securities); 38 id. 10 (1973) (reporting that approximately 
3,350 securities were quoted on the system by mid-1972). 


6/ NASDAQ does this at three levels. Level 1 provides 
representative bid and ask quotations for each security 
in the system on which a minimum of two registered 
market makers are entering quotations during the day. 
Level 2 provides quotations for all securities in the sys- 
tem. Level 3 enables registered market makers to enter 
quotations in the system. See Article XVI, Schedule D 
of the NASD’s by-laws. 


7/ Article XV1, Schedule D, part 1V D of the NASD’s by- 
laws. 


8/ As the NASD panel that first considered the matter 
observed in its decision: “’[1] nclusion of an issue in the 
NASDAQ system is of value to an issuer particularly as 
it aids communication.” 


9/ Article XVI, Schedule D, part 11 B of the NASD‘s by- 
laws. 


10/ Ibid. 
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11/ The NASD first informed Tassaway that the deletion 
of its stock from NASDAO was being considered on Sep- 
tember 12, 1972. That communication was prompted by 
the company’s then most recent 10-K report showing a 
capital deficit of $1,095,105 on April 30, 1972. By the 
time of the proceedings before the Board of Governors, 
Tassaway had filed a subsequent 10-K report with us. 
That one showed that by April 30, 1973, the company’s 
total assets had dwindled to a mere $386,898 against lia- 
bilities of $3,817,436 (all of which were current) for a 
capital deficit of $3,430,448. 


12/ It had been in the system since the beginning of 
NASDAQ’s operations. 


13/ It did so by means of a petition for review pursuant to 
our Rule 15Aj-2 under Section 15A of the Exchange Act. 


14/ That was also its sole argument before the NASD. 


15/ Form 8-K report for August, 1974 in SEC Public File 
No. 0-5100-2-2. A Securities Act registration statement 
filed in connection with that acquisition (SEC File No. 2- 
49927) has been withdrawn pursuant to our Rule 477 under 
the Securities Act. 


16/ Compare Exchange Buffet Corporation v. New York 
Stock Exchange, 244 F.2d 507, 510 (C.A. 2, 1957), 
affirming Atlas Tack Corporation 37 SEC 362 (1956); 
Polarad Electronics Corporation, Securities Exchange 
Act Release No. 9419 (December 15, 1971); Langley 
Corporation, Securities Exchange Act Release No. 9729 
(August 16, 1972). 


17/ The quotation is from our Rule 15Aj-2(c) which was 
based largely on the standards applied under Section 12(d) 
of the Exchange Act and the decisions thereunder with 
respect to listed securities. Compare Ecological Science 
Corporation, Securities Exchange Act Release No. 10217 
(June 13, 1973), 1 SEC Docket No. 20, p. 5: “Early in 
our administration of the Securities Exchange Act, we 
held that Section 12(d) vests primary control over contin- 
uance of the listed status of a security in the exchange — 
or, in the case where the issuer itself seeks to terminate that 
status, in the issuer and the exchange. We further held ... 
that where the rules of an exchange have been complied 
with, we are required to grant a delisting application, and 
that our authority in those circumstances is limited to the 
imposition of such terms for the protection of investors as 
we deem necessary.” (Emphasis added.) See also Feder- 
ated Purchaser, Inc., Securities Exchange Act Release No. 
10254 (June 29, 1973), 2 SEC Docket 71, 72. 


18/ The rule cited in the preceding footnote says that in 
that event ‘the Commission sha// [emphasis added] by 
order dismiss the proceeding.” 


19/ NASDAQ’‘s rules, like those of the exchanges, with 
respect to delisting, do not lend themselves to mechnical 
and inflexible administration. This is an area for pragmatic 
business judgments based on a kaleidoscopic variety of 
factors. Compare Fotochrome, Inc., 43 SEC 151 (1966). 


20/ “Self-regulation” or “cooperative regulation” cannot 
function adequately unless the securities industry’s self- 
regulatory bodies are vested with an authority commen- 
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surate with their responsibilities. 





21/ Compare Federated Purchaser, Inc., Securities Exchange 
Act Release No. 10254, p. 4 (June 29, 1973), 2 SEC Docke 
71, 72: “It appears to us that Federated’s real complaint is 
that the Exchange did not exercise such discretion in favor 
of the company.” 







22/ At that time Tassaway professed itself so certain about 
the imminent consummation of the acquisition that it asked 
us to stay the NASD’s removal of the issue from NASDAQ. 
We refused to do so. 


23/ Tassaway’s last 10-K report to us is accompanied by a 
letter from its independent certified public accountants, 
which reads in pertinent part as follows: 


“The company has sustained continuous losses for several 
years. During those periods, it managed to acquire equity 
capital and long term financing in sufficient amounts to 
continue to operate and carry out its production and mar- 
keting programs. However, during the fiscal year ended 
April 30, 1973, it incurred additional substantial operating 
losses resulting in a materially increased stockholders’ 
equity deficit and a serious working capital deficit. In 
addition to its lack of working capital, the company has 
lost its immediate production capabilities due to its breach 
of contracts with suppliers and repossession of a major part 
of its machinery and equipment by creditors for non-pay- 
ment of its debts. 


“Inventories (approximately 25% of total assets) consisted 
mainly of packaged product and raw material, the major 
portion of which was unpaid for and all was pledged as 
collateral for outstanding debt. It is doubtful that, on a 
forced sale basis, anything more than a nominal amount 
could be realized. 
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“The company’s remaining fixed assets (approximately 28% 
of total assets) were all single purpose in nature and of 
little value to anyone other than another processor of like 
products. They were also all pledged as collateral for out- 
standing debt. 


“The company’s accounts and notes payable are all past 
due and payment of interest to debenture holders is in ar- 
rears. It is also apparent that in addition to a complete 
turn-around in operations, it would also be necessary to re- 
finance a substantial amount of debt in order for the com- 
pany to remain operative. 


“Because of the significance of financial circumstances 
described above ... we are not in a position to render an 
opinion as to the financial position of the company ona 
going concern basis.” 


And the record before us shows that Tassaway is now a 
mere shell — albeit a publicly held one. At the hearings 
before the NASD, the company’s president testified that 
though it had about 5,000 shareholders, it had only three 
employees. 


24/ The NASD gave Tassaway many months to bring it- 
self into compliance with NASDAQ standards. 











25/ Compare Federated Purchaser, Inc., Securities Ex- 
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change Act Release No. 10254 (June 29, 1973), 2 SEC 


Docket 71; Langley Corporation, Securities Exchange Act 
Release No. 9729 (August 16, 1972); American Electronics, 


Inc., 43 SEC 687 (1968); Magic Marker Corporation, 43 
SEC 500 (1967); Fotochrome, Inc., 43 SEC 151 (1966); 
Fifth Avenue Industries Corporation, 43 SEC 146 (1966). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11292/March 13, 1975 


Admin. Proc. File No. 3-4467 
In the Matter of 


SAMUEL SHASHO 
1434 East 22nd Street 
Brooklyn, New York 


MURRAY TEBELE 
1143 East 7th Street 
Brooklyn, New York 


ORDER DISMISSING PROCEEDINGS 


Samuel Shasho and Murray Tebele were formerly limited 
partners in Kordich, Victor & Neufeld (KVN), once a regis- 
tered broker-dealer. 1/ KVN and three of its general part- 
ners, Bruno Kordich, Lawrence Victor and Norman Neufeld, 
have on their consent been barred from the securities busi- 
ness. 2/ It now appears that the involvement, if any, of 
Shasho and Tebele in the alleged violations was merely peri- 
pheral and that the public interest does not call for further 
proceedings with respect to them. 


Accordingly, IT iS ORDERED that these proceedings be, 
and they hereby are, dismissed as to Samuel Shasho and 
Murray Tebele. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ KVN withdrew its broker-dealer registration effective 
May 22, 1973. 


2/ Kordich, Victor & Neufeld, Securities Exchange Act 
Release No. 10742 (April 18, 1974). After four years 
from the date of the order the individual respondents may 
apply for re-entry into the business in a non-supervisory 
Capacity. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11293/March 13, 1975 


ANNOUNCEMENT OF A PROGRAM TO MONITOR 
THE IMPACT OF RULE 19b-3 WHICH PROVIDES FOR 
THE ELIMINATION OF FIXED COMMISSION RATES 
AND NOTICE OF PROPOSAL TO ADOPT RULE 172-20 


AND RELATED FORM X-17A-20 UNDER THE SECURI- 
TIES EXCHANGE ACT OF 1934 
(File Nos. S$7-557 and $7-556) 


The Securities and Exchange Commission today announced 
a program to monitor the impact of the implementation 

of Rule 19b-3 1/ which provides for the elimination of 
fixed public commission rates on exchange transactions 
after May 1, 1975. The program is designed to provide 

the Commission with information concerning various in- 
dustry trends in securities revenues, securities market 
activity and self-regulatory revenues and related activity. 


The program includes the publication for public comment 
of proposed Rule 17a-20 and related Form X-17A-20 
under the Securities Exchange Act of 1934, which would 
require certain broker-dealers to file with the Commission 
revenue and expense and related financial and other infor- 
mation and notification of changes in membership inter- 
ests in national securities exchanges. 


In addition, the program contemplates the study and 
analysis of a sampling of firms in order to develop infor- 
mation on effective commission rates rates being paid by 
individual and institutional customers to different types 
of broker-dealer firms; the review of volume reports from 
national securities exchanges and third market firms in 
order to determine the distribution of trading among the 
various market places; the development of additional in- 
formation regarding revenue sources and expenses of na- 
tional securities exchanges and registered national securi- 
ties associations; the study and analysis of the income, ex- 
penses, assets and liabilities of specialists; and the selec- 
tive review of activity in certain stocks. The Commission 
is making available summaries of various proposals for 
monitoring in the above areas. 


The Commission anticipates cooperating with self-regu- 
latory organizations, its two advisory committees and 
other interested persons in developing information for the 
monitoring program. To the extent it appears appropriate 
the Commission may also direct its staff to conduct inspec- 
tions and to interview and consult various persons in the 
industry to ensure that the purposes of the Act are being 
upheld. 


Much of the information to be collected by the Commis- 
sion will involve trade and commercial or financial infor- 
mation which will be treated as confidential. The Commis- 
sion is, however, considering making available aggregated 
information, which would protect the confidentiality of 
individual firms, with respect initially to the period end- 
ing September 30, 1975. 


Proposed Rule 17a-20 and Proposed Form X-17A-20— 
Monitoring Effect of Competitive Commission Rates 


Proposed Rule 17a-20 and related Form X-17A-20 will 
provide basic information with respect to significant in- 
dustry trends in broker-dealer revenues from commis- 
sions and other sources as well as related expenses and 
balance sheet and capital items. The proposed Form X- 
17A-20 also includes an instruction sheet and defini- 
tions of important terms used therein. 
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Paragraph (a)(1) of the proposed Rule would require all 
brokers or dealers required to file for calendar year 1973 or 
1974 Part I11 of Form X-17A-10 (or equivalent information 
pursuant to a plan declared effective by the Commission 


under Rule 17a-10(b)) and with revenue (as would be shown 


on line 6 to Statement A of said Part III) 2/ of $1,000,000 
or more in either year to file proposed Form X-17A-20 on a 
monthly basis, beginning with April, 1975. It is expected 
that under paragraph (a)(1) of the proposed Rule approxi- 
mately 350 members of the American Stock Exchange 
(“ASE”) or the New York Stock Exchange (“NYSE”), 
approximately 50 members of regional exchanges, and 
approximately 40 members of the National Association 

of Securities Dealers, INc. (““NASD”) would be required 

to file reports on a monthly basis. 


A large number of ASE and NYSE members currently file 
the Joint Regulatory Report (“JRR”) on a monthly basis 
with their SIPC designated examining authority. 3/ With 
the exception of seven items of financial information and 
certain identifying items, the information called for by pro- 
posed Form X-17A-20 is now required on the JRR. 


Paragraph (a)(3) of the proposed Rule would eliminate the 
filing requirement for brokers and dealers which are mem- 
bers of an exchange or association which files an appropri- 
ate plan approved by the Commission. If the ASE and 
NYSE file an appropriate plan incorporating a slightly 
modified JRR, including the information mandated by 
Rule 17a-20 and Form X-17A-20, their members would 
not be required to make a separate report to the Com- 
mission. Those firms not currently filing a monthly JRR 
would have to file Form X-17A-20 on a monthly basis. 


Paragraph (a)(2) of the proposed Rule would require 
every broker or dealer, not otherwise required to file 
under paragraph (a) of the Rule, with revenues (as would 
be shown on line 6 of Statement A to Part III, or line 11 
of Statement AA to Part II, of Form X-17A-10) 4/ of 
$500,000 but less than $1,000,000 in 1973 or 1974 to 
file proposed Form X-17A-20 on a quarterly basis, be- 
ginning with the quarter ending June 30, 1975. It is 
anticipated that some 120 brokers or dealers will fall 

into this category. Of that number, approximately 40 

are currently filing the JRR. The remaining firms are 
filing NASD Form Q on a quarterly basis. If the NASD 
were to file a plan under paragraph (a)(3) of the proposed 
Rule incorporating its Form Q (currently filed quarterly 
by all NASD member firms) modified to include 30 addi- 
tional items of financial information and certain identify- 
ing items, their members would be relieved from the bur- 
den ot a separate report to the Commission. 5/ 


Because of necessary iead times in printing and distribu- 
ting appropriate forms, any plan to be filed by a self-regu- 
latory organization should be submitted at as early a date 
as possible in order to minimize the possibility that the 
plan will not have become effective prior to the time 

the first reports could be required to be filed. 


Paragraph (b) of the proposed Rule provides a procedure 
for monitoring changes in membership interests in na- 
tional securities exchanges during the transitional period. 
Any member of a national securities exchange proposing 
to resign its membership interest would be required to 
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file a notice thereof 45 days in advance with the Commis- 
sion together with certain information and, in addition, give 
notice to customers of the anticipated effect of such resig- 
nation on the manner in which it will provide services for 
customers in respect to securities traded on such exchange 
and the charges for such services. ‘Membership interest” 
and “resignation” are defined broadly with the intention 
of ascertaining all changes in membership interests. 6/ 


The Commission, on its own motion or on the written re- 
quest of any broker or dealer, could grant an extension 
of time or exempt either unconditionally or on specified 
terms and conditions any regulatory organization, broker 
or dealer from the requirements of proposed Rule 17a-20. 


Statutory Basis 


Proposed Rule 17a-20 and related Form X-17A-20 
would be adopted pursuant to Sections 17 and 23 of the 
Securities Exchange Act of 1934. 


Comments 


The Commission invites comment generally on the pro- 
posed program for monitoring competitive commission 
rates in addition to comments on proposed Rule 17a-20 
and related Form X-17A-20. Interested members of the 
public are requested to submit suggestions for the moni- 
toring program and recommended revisions to the pro- 
gram, including additional or different items of informa- 
tion which should be monitored by the Commission. All 
such persons are invited to request copies of the summary 
of various proposals for monitoring in the above areas. 


The Commission specifically invites comments on two 
alternative proposals for the monitoring program: raising 
the revenue requirement for mandatory monthly report- 
ing from one million to five million dollars and providing 
for the voluntary reporting of any firm not otherwise re- 
quired by the rule to file either a monthly or quarterly 
report of revenues and expenses. Raising the revenue re- 
porting requirement would reduce the number of firms 
which would be required to file Form X-17A-20 ona 
monthly basis from 440 to 160, with the continuing 
requirement that firms would file on a quarterly basis. 


The Commission will also seek the advice of the Report 
Coordinating Group and the Advisory Committee on 
Implementation of a Central Market. It is contemplated 
that the monitoring program will be continually review- 
ed; where appropriate, modifications will be made; and, 
when it appears that special reporting is no longer neces- 
sary or appropriate, proposed Rule 17a-20, if adopted, 
will be modified or repealed. 


The Commission does not anticipate that the reporting 
prescribed by proposed Rule 17a-20 would be required 
for periods beginning after June 30, 1976. Upon review- 
ing the initial data from the monitoring program, and 

on an on-going basis thereafter, the Commission may 
also consider whether or not any additional rulemaking 
or other action would be appropriate. The Commission 
welcomes all suggestions concerning appropriate methods 











to deal with any problems which might emerge. 


\ 


nterested persons should submit, in writing, their comments 
e on proposed Rule 17a-20 and related Form X-17A-20 by 
April 7, 1975. All such communications should be directed 
to George A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, 500 North Capitol Street, Washington, 
D. C. 20549 and should refer to File No. $7-556 and will 

be available for public inspection. 


The Commission also invites comments on other aspects of 
r the monitoring program and suggestions for dealing with 

). any problems which might emerge, on as timely a basis 

as possible. Such suggestions and comments should be 
directed to George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, 500 North Capitol Street, Wash- 
ington, D. C. 20549. All such communications should refer 
to File No. S7-557 and will be available for public inspec- 
tion. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


Text of Proposed Rule 17a-20 and Related Form X-17A-20 


Rule 17a-20 — Monitoring Effect of Competitive Commis- 
sion Rates 


: (a)(1) Every broker or dealer required to file for calendar 

| year 1973 or 1974 Part II1 of Form X-17A-10 or equivalent 
‘h information pursuant to a plan declared effective by the Com- 
mission under Rule 17a-10(b) and with revenues as shown 
on line 6 of Statement A to said Part II! of $1,000,000 or 
more in either year shall, not later than 17 business days 

9 after the close of each calendar month (commencing with 
the calendar month ending April 30, 1975), file a report of 
g his revenues and expenses and related financial and other 

: information for each such calendar month on Form X-17A- 
20. 


(2) Every broker or dealer, not otherwise required to file 
pursuant to subparagraph (1) of paragraph (a), with reven- 
ues as shown on line 6 of Statement A to Part II! or line 
11 of Statement AA to Part I! of Form X-17A-10 of 
$500,000 or more during calendar year 1973 or 1974 
shall, not later than 17 business days after the close of 
each calendar quarter (commencing with the calendar 
quarter ending June ‘30, 1975), file a report of his re- 
venues and expenses and related financial and other in- 

: formation for each such calendar quarter on Form X- 

- 17A-20. 


(3) The provisions of subparagraphs (1) and (2) of para- 
graph (a) shall not apply to a member of a national se- 
curities exchange or a registered national securities asso- 
ciation if said exchange or association maintains records 
4 containing the information required by Form X-17A-20 
as to such member, and transmits to the Commission a 
copy of the records as to such member, pursuant to a 
plan, the procedures and provisions of which have been 
submitted to and declared effective by the Commission. 
ds (\ Any such plan filed by a national securities exchange 
\ ora registered national securities association may provide 











that when a member is also a member of one or more nation- 
al securities exchanges, or of one or more national securities 
exchanges and a registered national securities association, 
the information required to be submitted with respect to 
any such member may be submitted by only one specified 
national securities exchange or registered national securi- 
ties association. For the purpose of this rule, a plan filed 
with the Commission by a national securities exchange or 

a registered national securities association shall not become 
effective unless the Commission, having due regard for the 
fulfillment of the Commission's functions under the provi- 
sions of the Act, declares the plan to be effective. Further, 
the Commission, in declaring any such plan effective, may 
impose such terms and conditions relating to the provisions 
of the plan and the period of its effectiveness as may be 
deemed necessary or appropriate in the public interest, for 
the protection of investors, or to carry out the Commission’s 
duties under the Act. 


(4) Individual reports filed pursuant to paragraph (a) are 
to be considered nonpublic information, except in cases 

where the Commission determines that it is in the public 
interest to direct otherwise. 


(b)(1) A broker or dealer holding any membership interest 
in a national securities exchange which proposes to resign 
that membership interest shall, not later than 45 days before 
such resignation is to take effect, file with the Commission 

a report indicating: 


(i) whether or not it intends to continue to effect trans- 
actions in securities listed or traded on the national securi- 
ties exchange from which the broker or dealer wishes to 
resign; 


(ii) arrangements, if required, made to comply with the 
provisions of Rule 17a-15; 


(iii) to whom it proposes to transfer, directly or indirectly, 
its membership interest in the national securities exchange 
and a description of any material relationship or proposed 
relationship between such broker or dealer or its associated 
persons and such transferee or its associated persons; 


(iv) arrangements, if any, made, or anticipated to be made, 
with any member of such national securities exchange regard- 
ing effecting transactions on such exchange for the account 
of such broker or dealer or its customers; and 


(v) a copy of the notice sent, or to be sent, to customers 
pursuant to subparagraph (2) of paragraph (b). 


(2) A broker or dealer holding any membership interest in 
a national securities exchange who wishes to resign that 
membership interest shall, not later than 30 days before 
such resignation is to take effect, send to its customers a 
statement to the effect that it is so resigning and setting 
forth: 


(i) its reasons for so resigning; and 


(ii) the anticipated effect of such resignation on the man- 
ner in which it will provide services for customers in respect 
of securities traded on such exchange and on the charges 
for such services. 
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(3) For the purposes of paragraph (b): on the part of a broker or dealer the effect of which, 
under the rules of the exchange, will be to cause it to 
(i) “membership interest” shall include full membership, cease to have any membership interest with respect to 
allied membership, associated membership, floor privileges, | such national securities exchange. 


classification as a member firm or member corporation 


under the rules of the exchange, and any other interest (c) On written request of any national securities exchange, 
that entitles a broker or dealer to the exercise of any priv- registered national securities association, broker or dealer, 
ilege on an exchange; and or on its own motion, the Commission may grant an ex- 

tension of time or an exemption from any of the require- 
(ii) “resignation” of a membership interest in a national ments of Rule 17a-20 or Form X-17A-20 either uncondi- 
securities exchange shall be deemed to include any action tionally or on specified terms and conditions. 


FORM X-17A-20 


TABLE OF CONTENTS 
X-17A-20 Parts 
Statement of Consolidation 
Firm Identification Information (Part !) 
Revenue and Expenses (Part I!) 
Balance Sheet and Capital Information (Part II!) 
Explanatory Notes 


STATEMENT OF CONSOLIDATION 


Form X-17A-20 shall be a consolidated report of the registrant and its majority-owned subsidiaries which are exchange 
members, brokers or dealers. The term “majority-owned subsidiary” shall be defined as in Rule 12b-2 under the Securities 
and Exchange Act of 1934. It should be noted, however, that New York Stock Exchange and American Stock Exchange 
member firms filing the Joint Regulatory Report (including Part | - “Selected Financial Data on Majority-Owned Subsidi- 
aries”) pursuant to a plan filed by a self-regulatory body which has been declared effective by the Commission shall be 
deemed as having satisfied the consolidation requirement of this report. 


y 
PART | (t \ 


FIRM IDENTIFICATION INFORMATION 











X-17A-10 No. 
Monthending / / 
MM DD YY 
1. Firm name 
2. Firm address , 
(Street) (City) (State) (Zip) 


3. Name and telephone number of individual to contact regarding questions relating to this form 








(name) (telephone no. area code - number) 
4. Name(s) and identification number(s) of broker/dealer(s) merging with respondent during reporting period: 






































(X-17A-10 No.) (Name) 
(X-17A-10 No.) (Name) 
(X-17A-10 No.) (Name) 
5. Affiliate(s) identification number(s) (if applicable): X-17A-10 No. X-17A-10 No. 
X-17A-14 No. X-17A-10 No. X-17A-10 No. X-17A-10 No. 
6. Type of business organization: Sole proprietorship Partnership Corporation Other 
7. Respondent carries its own customer accounts: Yes No 
8. Respondent clears its public customer accounts in the following manner: 
Direct mail Omnibus Introducing Full clearing Other 





Name(s) of correspondent firm(s) carrying respondent’s public customer accounts on a fully disclosed basis: 
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(Name) 





(Name) 





(Name) 





10. Number of full time registered representatives employed by respondent 
11. Respondent's total number of public customer accounts 








12. Number of branch offices operated by respondent 





13. Number of respondent’s public customer transactions: 
a. effected on a national securities exchange 





b. effected other than on a national securities exchange 





PART II 
REVENUE AND EXPENSES 


A. Revenue Sources 
1. Securities Commission Income 
a. Commission income on transactions in listed securities executed 
on an exchange $ 
b. Commission income on transactions in listed securities execute 
over-the-counter 
c. All other securities commission income 
d. Total securities commission incoee $ 
\ \ ) 2. Gain (loss) on firm securities trading accounts 1/ 
h, ss) on | 
a. Realized gain (loss) $ 
b. Unrealized gain (loss) 
c. Total realized and unrealized gain (loss) $ 
3. Gain (loss) on firm securities investment accounts 
a. Realized gain (loss) $ 
b. Unrealized gain (loss) =a aad 
c. Total realized and unrealized gain (loss) $ 
. Profit (loss) from underwriting and selling groups 2/ 
. Mutual fund income 
. Interest income on customers’ accounts 
. Revenues received from services previously provided at no extra 
charge in the commission rate for which a fee is now levied 
" a. Research services $ 
b. Other customer services 
c. Total 
8. Revenue from all other sources 
9. Total Revenue 
B. Expenses 
10. Compensation to registered representatives 
11. Interest paid on subordinated liabilities 
12. Salaries and employee benefits to voting stockholder officers 
and partners 3/ 
13. All other expenses 
14. Total expense 4/ $ 

















' 
Sow 














fr AAW 




















1/ Realized gain (loss) from market making in listed securities 

2/ Underwriting income from corporate equity securities 

3/ Interest credited to General and Limited Partners’ Capital accounts included 
\, as an expense in item 12 

¥/ Research expense (if more than ten percent of total expenses) 



















AHR AA 
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C. Net income 
15. Net income (loss) before taxes $ 
16. Provision for Federal Income Taxes (corporation only) W 
17. Net income (loss) after taxes $ 
PART Ill 


ASSETS, LIABILITIES, AND CHANGE IN CAPITAL 


A. Assets and Liabilities 
1. Total assets 
2. Total liabilities 
a. Total liabilities (excluding subordinated borrowings) $ 
b. Subordinated borrowings 
c. Total $ 
B. Changes in Capital 
3. Capital balance beginning of period $ 
4. Net income (loss) after taxes for the period (Part I!, Item 17) 
5. Material adjustments to prior period net income (loss) 
6. Add capital contributed by partners or stockholders during the period 
7. Deduct capital withdrawn by partners or stockholders during the period 
8 
9 
10 


























. Add net change in the market value of exchange membership during 
the period 
. Other increases (decreases) 
. Capital balance end of period $ 











FORM X-17A-20 
EXPLANATORY NOTES aM) 


= 


PART | 
FIRM IDENTIFICATION INFORMATION 


1. Firm name refers to the name under which the respondent is registered as a broker/dealer pursuant to Rule 15b of the 
Securities Exchange Act of 1934. 


2. Firm address refers to respondent's principal place of business or headquarters office if respondent operates more than 
a single office. 


4. Report the name and X-17A-10 numbers of brokers or dealers acquired through merger, consolidation or any other 
means during the course of the current reporting period. The acquired and acquiring firms are to report their results sepa- 
rately if the effect is for the acquired firm to report operating information for less than one full month during the month 
the merger or consolidation occurred. Subsequently filed information will pertain to the operating results of the merged 
or consolidated firm. 


5. Report the indicated identification numbers of brokers or dealers with whom respondent is affiliated. Affiliate is de- 
fined in the following manner: 


An “affiliate” of, or a person “affiliated” with a specified person, is a person that directly, or indirectly through 
one or more intermediaries, controls, or is controlled by, or is under common control with, the person specified. 


8. Indicate with an “’X” the methods by which respondent clears its public customer accounts. (Public customer is de- 
fined as any customer other than a registered broker or dealer.) 


10. Report only full time (full time is defined as anyone who works 30 hours or more for respondent) personnel who 
spend,at a minimum, 50 percent of their time engaged in effecting transactions with the public on behalf of the respondent. 





11. Report total number of public customer accounts, regardless of the method by which those accounts are cleared. 
Firms carrying public customer accounts for other broker/dealers on a fully disclosed basis are not to include those 
accounts in their number count. 
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13a & 13b. Report the total number of public customer transactions executed on a national securities exchange. A trans- 
action is defined as an executed trade which results in a customer trade confirmation. Therefore, the count of transactions 
should be taken from the customer side and should not include confirmation corrections. For count purposes, several exe- 
cutions at the same price which result in one confirmation should be counted as one transaction. 


In the case where a firm uses a statement-type confirmation, each item or “line” should be considered as a confirmation for 
purposes of counting transactions. 


For those exchange transactions in which the respondent acts as principal, both street and customer sides are counted as 
separate transactions. For non-inventory principal transactions in an over-the-counter security, both the purchase for in- 
ventory and the sale to the customer shall be counted as separate transactions. Commodity transactions are not to be 
counted in these items. 


Corrections shall be excluded from the transaction count. However, an error transaction, that is a transaction where the 


wrong security was purchased and the correct security must later be purchased, is not considered a correction. For error 
transactions, the original transaction and the buy and sell from the error account are to be counted as separate transactions. 


PART II 
REVENUE AND EXPENSES 
1a, 1b, 1c, 1d. Report commissions earned on all agency equity and debt transactions including non-inventory principal 


transactions. Commissions earned on introduced accounts carried by other brokers and on omnibus accounts carried for 
other brokers should be reported net. 





2a, 2b, 2c. Report, as separate items, realized and unrealized gain (loss) on securities held for sale in the ordinary course 
of business and not identified as held for investment. Dividends and interest income on securities in trading accounts shall 
be treated as an adjustment to gain (loss). Amounts reported shall not be reduced by any allocation of Federal income 
taxes. 


Realized gain (loss) from market-making activities in listed securities is to be reported in footnote one in the blank pro- 
vided. 


3a, 3b, 3c. Report, as separate items, realized and unrealized gain (loss) on securities identified as held for investment. 
Dividends and interest income shall be treated as adjustments to gain or loss. Amounts reported shall not be adjusted 
by any allocation of Federal income taxes. 





4. Report the gross profit (loss) from management of or participation in underwriting syndicates and selling groups. 
Gross profit (loss) shall be determined as the difference between the proceeds of securities sold and their purchase price 
adjusted for discounts, commissions and allowances received from or given to other brokers. Any direct expense which 
can be associated with a specific underwriting may also be considered as a cost in determining gross profit (loss). In de- 
termining gross profit (loss), any unrealized loss on securities unsold at the time the underwriting account was closed 
shall be considered as a deduction from the proceeds of securities sold. 


Employee compensation and employment costs of persons working in an “underwriting department” and other related 
expenses of such department shall be treated as indirect expenses and not deducted in determining gross profit (loss). 


In footnote two, report the profit (loss) from management of or participation in underwriting syndicates and selling 
groups where the security underwritten is a corporate equity security. (“Equity security” shall mean any stock or similar 
security; or any security convertible, with or without consideration, into such a security, or carrying any warrant or right 
to subscribe to or purchase such a security.) 


5. Report the total income derived from sale of investment company securities as a retailer and as an underwriter. 
6. Report total interest income earned on customers’ securities and commodities accounts. 


7a, 7b, 7c. Report revenues received from research services previously provided to customers without charge for which a 
fee is now levied. Examples of such services are research reports, market letters, and stock guides. 


Report revenues received from services, other than research, previously provided to customers without charge for which 
a fee is now levied. Examples of such services are legal transfers not related to orders; legal transfers related to orders; 
portfolio valuations; delivery charges; custody charges on accounts; monthly statements; postage and handling charges; 
collection of interest and dividends; exercises of options, rights and warrants; and bond conversion to preferred or com- 
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8. Report as “revenues from all other sources” revenues received from sources related and unrelated to the securities busi- 
ness which are not included in items one through seven of Part II. 


10. Report total compensation to registered representatives. Compensation and costs to be reported for such persons shall 
include amounts determined by salary, commission or other basis. 


i 


11. Report the total interest paid on subordinated liabilities. Subordinated liabilities include: accounts of partners subject 
to equity or subordination agreement; subordinated loans and accounts and secured demand notes. 


12. Report the total salaries and employee benefits for voting stockholder officers and general partners (as agreed to in the 
partnership agreement). State separately, in footnote three, interest on General and Limited Partners’ Capital. 


13. Report as “other expenses” all expenses not included in expense items reported in items 10, 11 and 12. 
14. Report as total expenses the sum of the individual expense items 10 thru 13. If research expense (research expense in- 
cludes expenditures for all research activities wherever performed) exceeds 10 percent of total expense, report research 
expense in the blank provided in footnote four. 
PART Ill 
ASSETS, LIABILITIES, AND CHANGE IN CAPITAL 


1. Report the value of total assets at the end of the reporting period. (Exchange memberships are to be included in the 
asset total at their market value.) 


2a, 2b, 2c. Report total liabilities at the end of the reporting period. Report subordinated borrowings separately. Subordin- 
ated borrowings are to include the following: accounts of partners subject to equity or subordination agreements. \nclude 

only the accounts of partners who have agreed in writing that the equity in such accounts maintained with respondent shall 
be included as partnership property. 





Subordinated loans and accounts. To determine the balances of subordinated loans and accounts, consideration must be 
given to the market value of securities borrowed (less indebtedness of the lender thereagainst, if any) and the money 
amounts borrowed. 


Secured demand notes. The face value or collateral value, whichever is lower, shall be reported. , 


3. For reports other than the respondent's initial report, the ending capital balance of the previously submitted report 
shall be used as the beginning balance for the current reporting period. (Capital is defined as assets less total liabilities in- 
cluding subordinated borrowings.) 


5. Only material adjustments to prior period income and expense items are to be reported in this item. Where such adjust- 
ments become necessary, a separate statement describing the items affected, the amounts changed and their adjusted 
values, and the months affected is to be attached to the report. 

6. Report sales of capital stock or capital contributed by partners. 

7. Report the total amount of withdrawals during the reporting period, including cash dividends, retirements, redemptions, 
repurchases of capital stock, drawing (not expensed) by partners against profits, withdrawal of partners’ capital, capital 
accounts covered by agreements which have expired or which no longer are provided for inclusion as Net Capital. 


8. Report the change in value of memberships on exchanges between the date of this report and the immediately preced- 
ing report or date of acquisition, if later. 


Exclude the change in value of exchange memberships if the member solely incurs the entire risk of fluctuation in market 
value of memberships on exchanges. 


9. Report the net amount of increases and decreases in capital not reported in items four thru eight. 


10. Capital balance at end of period shall be the net of the amounts reported under 3 through 9 and the difference be- 
tween total assets (item 1) and total liabilities (item 2c). 











FOOTNOTES 
1/ In announcing adoption of Rule 19b-3 prohibiting exchar 2M 1iAuwig Commission rates, the Commission recognized 
the significant concern expressed by many responsible persc the securities industry regarding the effect of competitive | 
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commission rates and undertook: ‘’to take steps to provide appropriate increased monitoring of the activities of brokers, 


and their financial condition and operations as well as possible shifts in patterns of trading for some period subsequent to 
May 1, 1975, in order to assure that the objectives of the Act, including the protection of investors and the maintenance 
of fair and orderly markets, are upheld during any transitional phase.” Securities Exchange Act Release No. 11203 (Jan- 


uary 23, 1975). 


2/ This item corresponds to Line 101, Column 1 of the NYSE Income and Expense Report. 


3/ Section 9(c) of the Securities Investor Protection Act, 84 Stat. 1636 (1970). 


4/ Supra note 2. 


5/ Other self-regulators who may wish to propose a plan on behalf of their members are invited to do so. The existing re- 
porting forms of those self-regulators may or may not be readily adaptable to the information required by Form X-17A-20. 


6/ In addition, Rule 17a-5(j) may require resigning members to file additional financial information. If a broker-dealer is 
not a member of a national securities exchange listed in Rule 15c3-1(b)(2), it becomes subject to the provisions of Rule 


15c3-1 with respect to net capital. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18850/March 7, 1975 


In the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 
(70-5634) 


NOTICE OF PROPOSED TRANSACTIONS RELATED TO 
FINANCING OF POLLUTION CONTROL FACILITIES 


NOTICE IS HEREBY GIVEN that Alabama Power Com- 
pany (“Alabama”), an electric utility subsidiary company of 
The Southern Company, a registered holding company, has 
filed an application with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (““Act”’), de- 
signating Sections 9(a) and 10 of the Act as applicable to 
the proposed transactions. All interested persons are refer- 
red to said application, which is summarized below. for a 
complete statement of the proposed transactions. 


Alabama states that in order to comply with prescribed en- 
vironmental standards of the State of Alabama with respect 
to air and water quality it has been and will be necessary to 
construct certain pollution control facilities. This filing re- 
lates to Alabama’s proposal for its disposition and acquisi- 
tion of the pollution control facilities for use in connection 
with its Gadsden and Gorgas steam plants (the “‘Plants’’) lo- 
cated, respectively, in the City of Gadsden and the Town of 
Parrish, Alabama. 


The Industrial Development Board of the City of Gadsden 
and The Industrial Development Board of the Town of Par- 
rish have agreed to issue their pollution control revenue 
bonds for the purpose of paying the cost of the construc- 
tion and equipping of the pollution control facilities at the 


Plants (the “‘Projects’’). Alabama proposes to enter into In- 
stallment Sale Agreements (“Agreements”) with each Board 
which will provide for the acquisition and completion of 
the Projects by each of the Boards and the issuance by each 
of the Boards of pollution control revenue bonds (““Re- 
venue Bonds”) in principal amounts estimated not to ex- 
ceed in the aggregate $24,500,000, the amount presently 
estimated to be sufficient to cover the aggregate cost of 
construction of the Projects. Of such Revenue Bonds, not 
more than $5,500,000 will be issued by the Gadsden Board 
and not more than $19,000,000 will be issued by the Par- 
rish Board. Such proceeds will be applied to payment of 
the cost of construction of the Projects. 


The Agreements also will provide for the sale of the Pro- 
jects to Alabama, the payment by Alabama of the purchase 
price for each of the Projects in semiannual installments over 
a term of years, and the assignment to the Trustee of each 
Board's interest in, and of the moneys receivable by the 
Boards under, the Agreements. The Agreements will provide 
that the purchase prices for the Projects, including interest 
thereon, payable by Alabama will be such amount as shall 
be sufificient to pay the principal of and premium (if any) 
and interest on the specific series of Revenue Bonds as the 
same become due and payable. To secure its payment obli- 
gations under the Agreements, Alabama proposes to grant 
to the respective Boards a security interest in the related 
Project subordinate to the lien of its mortgage indenture. 
The Agreements will provide that Alabama may at any 

time prepay the purchase prices of the respective Projects 

in whole or in part, such payments to be sufficient to re- 
deem or purchase the outstanding Revenue Bonds. 


The Revenue Bonds will be sold by the Boards pursuant to 
arrangements with a group of underwriters represented by 
Dean Witter & Co. Incorporated. It is intended that the 
Revenue Bonds will mature not later than 35 years from 


- the first day of the month in which they are initially issued 


and that they will include serial maturities and/or the bene- 
fit of a mandatory redemption sinking fund, the effect of 
either to be calculated to retire not less than 25% of the 
aggregate principal amount of the issue prior to maturity. 
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In accordance with the laws of the State of Alabama, the 
interest rate to be borne by each series of Revenue Bonds 
will be fixed by the issuing Board. Alabama will not be 
party to the underwriting agreements for the Revenue 
Bonds. Bond counsel are to issue an opinion that interest 
on the Revenue Bonds presently is exempt from Federal 
income taxation. Alabama has been advised that the an- 
nual interest rates on obligations, the interest on which is 
tax exempt, historically have been and can be expected at 
the time of issue of the Revenue Bonds, to be 1-1/2% to 
2-1/2% lower than the rates of obligations of like tenor 
and comparable quality, interest on which is fully subject 
to Federal income taxation. 


The fees and expenses to be incurred in connection with 
the proposed disposition of the Existing Facilities and 
the acquisition of the Projects (as distinguished from and 
excluding fees and expenses incurred or to be incurred in 
connection with the sale of the Revenue Bonds by the 
Boards payable out of the proceeds of such sale and 

in connection with the determination of the tax exempt 
status of the Revenue Bonds) will be filed by amendment. 
It is stated that the incurring of the obligations under the 
Agreements by Alabama will have been authorized by the 
Alabama Public Service Commission. No other State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 2, 1975, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at the 
above-stated address; and proof of service (by affidavit or, 
in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided 

in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a hear- 
ing or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 

the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18851/March 7, 1975 
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In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 

Little Rock, Arkansas 72203 

(70-5637) 


NOTICE OF THE ISSUANCE AND SALE OF NOTES TO 
BANKS AND/OR A DEALER IN COMMERCIAL PAPER; 
EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Arkansas Power & Light 
Company (“‘Arkansas”), a public-utility subsidiary company 
of Middle South Utilities, Inc. (“Middle South”), a regis- 
tered holding company, has filed a declaration with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”), designating Sections 6(a) and 

7 of the Act and Rule 50 promulgated thereunder as appli- 
cable to the proposed transactions. All interested persons 
are referred to the declaration, which ius summarized be- 
low, for a complete statement of the proposed transactions. 


By order dated August 21, 1974 (HCAR No. 18540), the 
Commission authorized Arkansas to issue and sell, from 
time to time through May 31, 1975, up to $85,000,000 
aggregate principal amount outstanding at any one time 
of unsecured short-term promissory notes. 


Arkansas now proposes to revise the foregoing program 
and to issue and sell, from time to time through December 
31, 1976, unsecured short-term promissory notes (includ- 
ing commercial paper) to various commercial banks and/ 
or a dealer in commercial paper in an aggregate principal 
amount outstanding at any one time not to exceed $95,- 
000,000. The aggregate principal amount of commercial 
paper outstanding at any one time will not exceed 
$60,000,000. 


The notes proposed to be issued and sold to commerical 
banks will be in the form of unsecured promissory notes 
payable not more than nine months from the date of issu- 
ance with right of renewal, will bear interest at the prime 
commercial bank rate in effect at the lending bank on the 
date of issuance, and will, at the option of Arkansas, be 
prepayable, in whole or in part, at any time without pre- 
mium or penalty. While no formal commitments for future 
borrowings have been made with any bank, it is expected 
that the banks to whom such notes will be issued and sold 
and the maximum amount to be issued and outstanding at 
any one time to each such bank will be substantially as 
follows: 


Maximum 
Amount to 


Name of Bank Be Borrowed 


First National Bank of Eastern 


Arkansas, Forrest City, Arkansas $ 300,000 
Arkansas Bank & Trust Company, 
Hot Springs, Arkansas 800,000 


First National Bank of Hot Springs, 


Little Rock, Arkansas 500,000 




































\ 


Maximum 
Amourt to 


Name of Bank Be Borrowed 


The Commercial National Bank, 





Little Rock, Arkansas 800,000 

First National Bank in Little Rock, 

Little Rock, Arkansas 4,000,000 

Union National Bank, 

Little Rock, Arkansas 1,300,000 

Worthen Bank & Trust Company, 

Little Rock, Arkansas 3,000,000 

Irving Trust Company, 

New York, New York 5,000,000 

Manufacturers Hanover Trust 

Company, New York, New York 45,000,000 

Morgan Guaranty Trust Company 

of New York, 

New York, New York 8,000,000 

National Bank of Commerce, 

Pine Bluff, Arkansas 1,000,000 

Simmons First National, 

Pine Bluff, Arkansas 14,000,000 

Peoples Bank & Trust Co., 

Russellville, Arkansas 300,000 

Republic National Bank of Dallas, 

Dallas, Texas 5,000,000 
Total 9,000,000 


Arkansas maintains daily operating balances with the 
above Arkansas banks. If balances were to be maintained 
solely for the purpose of satisfying a compensating 
balance requirement at the prevailing rate of 15% and 
assuming a 9-1/4% prime rate, the effective interest 

cost would be 10.88%. The above non-Arkansas banks 
may require compensating balances from 10% to 20% of 
the average annual amount of the loans outstanding from 
those banks. Assuming a 9-1/4% prime rate and a 20% 
compensating balance, the effective interest cost on 
loans from the non-Arkansas banks would be 11.56%. 


The proposed commercial paper will be in the form of 
unsecured promissory notes with varying maturities not 
to exceed 270 days, the actual maturities to be determin- 
ed by market conditions, effective cost of money to 
Arkansas and Arkansas’ anticipated cash requirements 

at the time of issuance. In accordance with the estab- 
lished custom and practices in the market, the proposed 
commercial paper will not be payable prior to maturity. 
Arkansas proposes to issue, reissue and sell commercial 
paper in denominations of not less than $100,000 direct- 
ly to Salomon Brothers, a dealer in commercial paper, 

at a discount which will not be in excess of the discount 





rate per annum prevailing at the date of issuance for com- 
mercial paper of comparable quality of that particular 
maturity sold by public-utility issuers to commercial 
paper dealers. No commission or fee will be payable by 
Arkansas in connection with the issuance and sale of the 
commercial paper. Salomon Brothers, as principal, will 
reoffer and sell the commercial paper at a discount rate 
of 1/8 of 1% per annum less than *1e prevailing discount 
raie to Arkansas. Salomon Brothe;s ir: :ec ffering the com- 
mercial paper will limit the reoffer and sale to a non-pub- 
lic customer list of not more than 200 buyers of com- 
mercial paper. Such list will be furnished to the Commis- 
sion and no change will be made therein without advising 
the Commission of such change. It is anticipated that the 
commercial paper will be held by the buyers to maturity. 
However, Salomon Brothers may, if desired by a buyer, 
repurchase the commercial paper for resale to others on 
the list of customers. 


Arkansas asserts that the issue and sale of the commercial 
paper should be excepted from the competitive bidding re- 
quirements of Rule 50 because the commercial paper will 
have a maturity not in excess of 270 days, current rates 
for commercial paper for such prime borrowers as Arkan- 
sas are published daily in financial publications and it is 
not practical to invite bids for commercial paper. 


As of February 26, 1975, Arkansas’ construction program 
is expected to result in expenditures of approximately 
$212, 100,000 in 1975 and $323,200,000 in 1976. In- 
cluded in the estimate of construction program expendi- 
tures for 1975 are $163,800,000 for generating facili- 
ties, $12,800,000 for transmission facilities, $29,600,000 
for distribution facilities, and $5,900,000 for other facili- 
ties. The net proceeds to be received by Arkansas from 
the issuance and sale of the notes referred to herein, 
together with other funds available from time to time 

to Arkansas from its operations or derived from the issu- 
ance and sale of long-term debt and/or equity securities, 
will be applied to the Arkansas’ construction program. 
As such notes mature, they will be renewed (but to 
mature not later than September 30, 1977) or repaid 

out of funds then available to Arkansas from its opera- 
tions or derived from the issuance and sale of similar 
securities or long-term debt and/or equity securities. 


It is estimated that the fees and expenses to be incurred 
in connection with the proposed transactions will not 
exceed $5,000. No State commission and no Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 4, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration which he desires 
to controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. 

A copy of such request should be served personally or 
by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon 
the declarant at the above-stated address, and proof of 
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service (by affidavit or, in case of an attorney at law, by cer- 
tificate) should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be amended, 
may be permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption from its 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is order- 
ed will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18852/March 10, 1975 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-5338) 


ORDER AUTHORIZING ISSUE AND SALE OF COM- 
MON STOCK BY SUBSIDIARY TO HOLDING COMPANY 


American Electric Power Company, Inc., (““AEP’’), a regis- 
tered holding company, and Ohio Power Company 
(“Ohio”), its electric utility subsidiary, have filed with 
this Commission pursuant to Sections 6(b), 9(a), 10 and 
12(f) of the Public Utility Holding Company Act of 

1935 (““Act’’) and Rules 43 and 59(a)(3) promulgated 
thereunder regarding the following proposed transac- 

tion. 


By orders dated June 29, 1973 and October 8, 1974 
(Holding Company Act Release Nos. 18013 and 18597), 
the Commission authorized AEP to make cash capital 
contributions from time to time prior to December 31, 
1974, to three of its public-utility subsidiary companies 
as follows: $115,000,000 to Ohio, $40,000,000 to Ap- 
palachian Power Company, and $100,000,000 to Indi- 
ana & Michigan Electric Company. 


It is now proposed that AEP make additional invest- 
ment in the equity of Ohio in the form of the purchase 
from time to time prior to June 30, 1975 of a total of 
2,000,000 shares of common stock, no par value, of 
Ohio for a consideration of $15 a share, or a total con- 
sideration of $30,000,000. As of January 21, 1975, 
Ohio has authorized 40,000,000 shares of its common 
stock of which there are outstanding 19,952,472 
shares. 
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The proceeds from the sale of common stock are to be used 
by Ohio to finance its construction program and for the 
payment of short-term notes issued in connection there- | 
with. i, 


The Public Utilities Commission of Ohio has authorized 
the proposed issue and sale by Ohio of its common stock 
to AEP. No other state commission and no federal com- 
mission, other than this Commission, has jurisdiction 
over the proposed transaction. 


Due notice of the filing of said post-effective amendment 
to the application-declaration has been given in the man- 
ner prescribed in Rule 23 promulgated under the Act 
(Holding Company Act Release No. 18806). Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is in the public interest and in the inter- 
est of investors and consumers that said application-de- 
claration, as now amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as now amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescirbed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


—— 
—_— 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18853/March 10, 1975 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-5350) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF NOTES TO A BANK 


Ohio Power Company (“Ohio”), an electric utility subsidi- 
ary company of American Electric Power Company, Inc., 
a registered holding company, has filed with this Commis- 
sion a tenth post-effective amendment to its application 
previously filed in this matter pursuant to Section 6(b) 

of the Public Utility Holding Company Act of 1935 
(‘Act’) and Rule 50(a)(5) promulgated thereunder re- 
garding the following proposed transaction. 





By orders dated June 29, 1973, September 18, 1973, 

April 8, 1974, June 10, 1974, July 5, 1974, October 1, 
1974, and December 31, 1974 (Holding Company Act 
Release Nos. 18018, 18100, 18367, 18444, 18482, 















18585, and 18744), this Commission, among other things, 
authorized the issuance and sale of short-term notes by 
Ohio to 70 banks in an aggregate amount up to $166,665,- 
000 outstanding at any one time. At the time of said orders, 
the maximum amount of short-term indebtedness which 
Ohio could incur at any one time could not exceed $215,- 
000,000. 





The notes will be issued from time to time prior to June 30, 
1975, as funds are required, provided that none of the 

notes would mature later than December 31, 1975. Each 
note payable to a bank to be issued by Ohio will be dated 
as of the date of the borrowing which it evidences, will ma- 
ture not more than 270 days after the date of issuance or 
reissue thereof, will bear interest no greater than the prime 
commercial rate then in effect, and will be prepayable at 
any time without premium or penalty. 


Ohio now proposes to issue and sell such short-term notes 
in an aggregate amount of $2,000,000 to Equibank, Pitts- 
burgh. Ohio will be required to maintain compensating 
balances of 10% regarding the $2,000,000 of the bank 
lines made available by Equibank, Pittsburgh and addi- 
tional compensating balances of 10% on the amount of 
any borrowings from this bank. If the full amount were 
borrowed from this bank, the effective interest cost to 
Ohio, based on a prime commercial rate of 9%, would be 
11%%. 


The proceeds from the issue and sale of the notes will 

be used by Ohio to reimburse its treasury for past ex- 
penditures made in connection with its construction pro- 
gram and to pay part of the cost of its future construction 
" i} program. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consum- 
ers that said application, as amended by said post-effec- 
tive amendment, be granted: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, as 
now amended, be, and it hereby is, granted forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


CONSOLIDATED GAS SUPPLY CORPORATION 
CNG PRODUCING COMPANY 

445 West Main Street 

Clarksburg, West Virginia 26301 


(70-5317) 


SUPPLEMENTAL ORDER UNDER RULE 24 EXTEND- 
ING EFFECTIVENESS OF ORDER APPROVING SALE 
OF LONG-TERM NOTES 


Consolidated Natural Gas Company (“Consolidated”), a 
registered holding company, and CNG Producing Com- 
pany (“CNG Producing”) and Consolidated Gas Supply 
Corporation (“Supply Corp.”’), non-utility subsidiaries 
of Consolidated, have filed a post-effective amendment 
to their previously amended application-declaration with 
this Commission pursuant to Section 7 of the Public 
Utility Holding Company Act of 1935 (“Act’’) and Rule 
24 promulgated thereunder as applicable to the follow- 
ing proposed transaction. 


By order dated January 31, 1975 (HCAR No. 18792), 
the Commission approved, among other things, a pro- 
posal by CNG Producing to issue and sell, and by Con- 
solidated to purchase, $50,000,000 principal amount 

of CNG Producing’s long-term non-negotiable notes. In 
accordance with Rule (c)(i), Consolidated and CNG Pro- 
ducing must consummate this transaction within 60 
days of January 31, 1975, unless the Commission ex- 
pressly authorizes otherwise. 


CNG Producing will sell $18,560,000 principal amount 
of its long-term notes during the sixty-day period. 
However, Consolidated now states that it will be more 
feasible to purchase the remaining $31,440,000 prin- 
cipal amount of such notes during the course of 1975, 
rather than in the prescribed 60-day period. Accord- 
ingly, pursuant to Rule 24 (c)(i), it is now requested 
that the Commission’s order, insofar as it approved of 
the sale of the long-term notes, be extended through 
December 31, 1975. 


The fees, commissions and expenses paid or incurred 
in connection with the proposed transaction will not 
exceed $500. No State commission and no Federal 
commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consum- 
ers that said post-effective amendment to the previously 
amended application-declaration be granted and per- 
mitted to become effective: 


!T IS ORDERED, pursuant to the applicable provisions 
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of the Act and rules thereunder, that said post-effective 
amendment to the previously amended application-declara- 
tion, be, and it hereby is, granted and permitted to become 


effective forthwith, subject to the terms and conditions pre- 


scribed in Rule 24 promulgated under the Act. 
For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18855/March 10, 1975 


In the Matter of 


GEORGIA POWER COMPANY 
Atlanta, Georgia 
(70-5463) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF NOTES TO BANKS 


Georgia Power Company (‘‘Georgia’’), a public-utility 
subsidiary of The Southern Company (“Southern”), a 
registered holding company, has filed with this Commis- 
sion a further post-effective amendment to the applica- 
tion-declaration in this proceeding, pursuant to Sections 
6(a), 6(b), and 7 of the Public Utility Holding Company 
Act of 1935 (“Act’’), with respect to the following 
transactions. 


By order dated July 31, 1974 (HCAR No. 18517), the 
Commission, among other things, authorized Georgia 

to issue and sell unsecured notes to banks and/or com- 
mercial paper to dealers, from time to time through 
March 31, 1975, up to an aggregate principal amount 

of $250 million outstanding at any one time. The Com- 
mission, by order dated December 4, 1974 (HCAR No. 
18692), authorized a temporary increase in aggregate 
short-term borrowings by Georgia up to $350 million 
through January 15, 1975. The authorization under the 
Commission’s order of July 31, 1974, remained in effect 
thereafter. By orders dated February 3, 1975, and Feb- 
ruary 27, 1975 (HCAR Nos. 18798 and 18831), the 
Commission authorized Georgia to issue notes to banks 
under a new agreement with the banks which changed the 
method of computing the effective interest cost. 


Georgia now requests authorization to increase the 
aggregate principal amount of short-term notes that 
may be outstanding at any one time through March 31, 
1975, from $250,000,000 to $300,000,000. In all 
other respects, the transactions remain unchanged. It 

is stated that the proposed increase in borrowings is 
necessary because a planned sale and leaseback of nu- 
clear fuel has not been consummated by Georgia. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and rules 
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thereunder are satisfied and that no adverse findings are 
necessary ; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application-declaration, as heretofore amended and as 
further amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as heretofore amended and as further amend- 
ed by said post-effective amendment, be, and it hereby is, 
granted and permitted to become effective forthwith, sub- 
ject to the terms and conditions of Rule 24 promulgated 
under the Act, the certifications thereunder to be filed on 
a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18856/March 12, 1975 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-5471) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF NOTES TO BANKS 


The Southern Company (“Southern”), a registered hold- 
ing company, and its public utility subsidiary, Alabama 
Power Company, have filed with this Commission a further 
post-effective amendment to the application-declaration 

as heretofore amended, pursuant to Sections 6(a), 6(b), 
and 7 of the Public Utility Holding Company Act of 1935 
(“Act”), with respect to the following transaction. 


By orders dated March 27, 1974, and November 7, 1974, 
(HCAR Nos. 18340 and 18645), the Commission, among 
other things, authorized Southern to issue and sell unse- 
cured notes to non-territorial banks (“Banks”) and/or 
commercial paper to dealers, from time to time through 
March 31, 1975, up to an aggregate principal amount of 
$200 million outstanding at any one time. At the close 
of 1974, Southern’s borrowings from the Banks amounted 
to approximately $111,000,000. The effective cost of 
borrowed money from the Banks under that authoriza- 
tion is based upon the prime commercial rate and 20% 
compensating balance required by the Banks. Assuming 
a 9% prime rate and the required 20% compensating 
balance, the effective cost of money under this formula 
is equal to 11.25% per annum. 
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ings by Southern and its operating subsidiaries, Alabama 
Power Company and Georgia Power Company, and for 
additional short-term funds pending permanent financing, 
said post-effective amendment states that the three com- 
panies propose to enter into a new agreement (‘‘Agree- 
ment”) with the Banks for aggregate borrowings of ap- 
proximately $500,000,000. Of that amount, Southern’s 
share would be limited to $101,500,000 which would re- 
place a portion of its present borrowings from the Banks. 
Such borrowing by Southern under the Agreement is 
within the $200,000,000 overall limit, and within the 
time period, heretofore authorized by said Orders of March 
27, 1974, and November 7, 1974. The only change will be 
in the method of computing the effective interest cost. In 
that respect, the proposed Agreement provides that bor- 
rowings thereunder will bear annual interest equal to 115% 
of the higher of (a) the prime rate in effect from time to 
time or (b) one-half of 1% above the latest three-week 
moving average interest rate payable on 90 to 119-day 
dealer-placed commercial paper, plus certain fees. Giving 
effect to these fees, and based on the current prevailing 
prime rate of 9%, the effective cost of borrowings under 
the Agreement would be 11.50% per annum. 


It is stated that no firm commitment has as yet been made 
by the Banks under the proposed Agreement. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the transac- 
tion proposed in the instant post-effective amendment. 
Fees and expenses to be incurred in connection with said 
transaction are estimated at $5,000. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that 
said application-declaration, as amended by said post- 
effective amendment insofar as it applies to Southern, 
be granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion as amended by said post-effective amendment insofar 
as it applies to Southern, be, and it hereby is, granted 

and permitted to become effective forthwith, subject to 
the terms and conditions of Rule 24 promulgated under 
the Act, the certifications thereunder with respect to the 
proposed transaction to be filed on a quarterly basis. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18856/March 12, 1975 


To provide for repayments to the Banks of existing borrow- 





In the Matter of 


SYSTEM FUELS, INC. 
P. O. Box 61532 
New Orieans, Louisiana 70161 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronce Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
P.O. Box 1640 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
P. O. Box 60340 
New Orleans, Louisiana 70160 


(70-5636) 


NOTICE OF PROPOSED TRANSACTIONS RELATED 
TO SALE AND LEASE OF OiL STORAGE AND 
HANDLING FACILITIES 


NOTICE IS HEREBY GIVEN that System Fuels, Inc. 
(“SFI”), a jointly owned nonutility subsidiary of Arkan- 
sas Power & Light Company, Louisiana Power & Light 
Company, Mississippi Power & Light Company (“MP&L”), 
and New Orleans Public Service Inc. (herein collectively 
referred to as the “Operating Companies”), each an elec- 
tric utility subsidiary company of Middle South Utilities, 
Inc., a registered holding company, have jointly filed a 
declaration pursuant to the Public Utility Holding Com- 
pany Act of 1934 (“Act”), designating Sections 12(b) 
and 12(f) of the Act and Rule 45 promulgated there- 
under as applicable to the following proposed transac- 
tions. All interested persons are referred to the declara- 
tion, which is summarized below, for a complete state- 
ment of the proposed transactions. 


Pursuant to an order of the Commission dated December 
17, 1973 (Holding Company Act Release No. 18221), 
MP&L sold to SFI five oil storage tanks (three of 300,000 
bbl. capacity and two of 25,000 bbl. capacity) and related 
docking, unloading, auxiliary, and control equipment all 
under construction at MP&L’s Gerald Andrus Steam 
Electric Generating Station located near Greenville, 
Mississippi. In addition, MP&L leased and granted to SFI 
by a ground lease the land and land rights necessary for 
SFI to operate and maintain not only the facilities being 
sold but also three additional 300,000 bbl. oil storage 
tanks and related facilities to be constructed for SFI‘s 
account at the same plant site (all of such oil storage 

and handling facilities and related equipment to be here- 
inafter referred to as the “’Facility’’). 


In order to lease certain bulk storage and handling facilities 
for oil rather than owning such facilities, SFI has sold (for 
an amount equal to the book cost thereof to SF! on Jan- 

uary 31, 1975, of $16,559,799) its interest in the Facility 
and in the contract for its construction, and has conveyed, 
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pursuant to a ground lease assignment (“Ground Lease 
Assignment”), certain land rights in respect of the Facility, 
to a trustee (“Owner Trustee”), designated as such in an 
agreement among Westinghouse Credit Corporation, First 
National Bank of Louisville, and the Owner Trustee. Simul- 
taneously, SFI entered into a lease (‘Lease’) with the 
Owner Trustee under which SFI leased the Facility from 
the Owner Trustee and acquired the land rights necessary 
for the operation and maintenance thereof. SFI has options 
(a) to renew the Lease for up to two consecutive five-year 
renewal terms and (b) at the expiration of either of the 
renewal terms, to purchase the Facility from the Owner 
Trustee at its then fair market value. The Owner Trustee 
has agreed to provide for the completion of construction 
of the Facility through SFI as its agent and to reimburse 
SFI for the book cost to SF! of any expenses, including 
interest during construction, incurred by SFI in respect 

of the Facility, for which SFI has not previously been re- 
imbursed, provided that in no event would the total cost 
to the Owner Trustee of the Facility and its construction 
exceed $22,000,000. 


Lease payments to be made by SF! with respect to the 
Facility consist of interim rent, payable for the period 
ending July 15, 1975, and fifty equal semi-annual rent 
payments, payable in arrears, on the business day preced- 
ing each six-months’ anniversary of July 15, 1975. Pre- 
cise figures with respect to the Lease payment rate and 
the equivalent annual simple interest rate to SFI are to 
be supplied by amendment. The Lease payments are such 
tnat SFI will not acquire any equity in the Facility, and, 
consequently, the Lease is being accounted for by SFI 

as a lease. 


It is presently proposed that the Operating Companies, 

as sole owners of the outstanding common stock of SFI, 
will covenant and agree with the Owner Trustee, severally 
in accordance with their present respective shares of 
ownership of the common stock of SFI, to take any and 
all action as, from time to time, may be necessary to keep 
SFI in a sound financial condition and to place SFI in a 
position to perform and discharge, and to cause SFI to 
perform and discharge, in a timely fashion, its obligations 
with respect to such transactions. It is also proposed that 
the Ground Lease Assignment will be amended or ter- 
minated and that concurrently therewith SFI, MP&L, 
and the Owner Trustee will enter into a new ground 

lease whereby there will be conveyed to the Owner 
Trustee land rights similar to those conveyed to the 
Owner Trustee under the terms and provisions of the 
Ground Lease Assignment together with certain addi- 
tional land rights all as may be necessary in respect of 
the Owner Trustee’s ownership and use of the Facility. 


The fees and expenses to be incurred in connection with 
the foregoing transactions are to be filed by amendment. 
It is stated that no State or Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 7, 1975, request in writing that 

a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said declaration which he desires to con- 
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trovert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if 
the person being served is located more than 500 miles 
from the point of mailing) upon the declarants at the 
above-stated addresses, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should 

be filed with the request. At any time after said date, 

the declaration, as filed or as it may be amended, may 

be permitted to become effective as provided in Rule 

23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may orant exemption 
from such rules as provided in Rules 20(a, and 100 there- 
of or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18858/March 12, 1975 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 


(70-5332) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO A BANK 


Indiana & Michigan Electric Company (“1&M”), an elec- 
tric utility subsidiary company of American Electric 
Power Company, Inc., a registered holding company, 

has filed with this Commission a ninth post-effective 
amendment to its application in this proceeding pursuant 
to Section 6(b) of the Public Utility Holding Company 
Act of 1935 (“Act”) and Rule 50(a)(5) promulgated 
thereunder regarding the following proposed transac- 
tion. 


By orders dated June 29, 1973, June 7, 1974, June 11, 
1974, July 5, 1974, October 25, 1974, December 31, 
1974 and February 3, 1975 (Holding Company Act Re- 
lease Nos. 18014, 18445, 18453, 18479, 18629, 18743 
and 18796), this Commission, among other things, auth- 
orized the issuance and sale of short-term notes by 1&M 
to 38 banks in an aggregate amount up to $135,387,500 
outstanding at any one time. At the time of said orders, 
the maximum amount of short-term indebtedness 
which 1&M could incur at any one time could not exceed 
$165,000,000. 
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The notes will be issued from time to time prior to June 30, 
1975, as funds are required, provided that none of the notes 
would mature later than December 31, 1975. Each note 
payable to a bank to be issued by 1&M will be dated as of 
the date of the borrowing which it evidences, will mature 
not more than 270 days after the date of issuance or renew- 
al thereof, will bear interest not greater than the prime 
commercia! rate at the time of issuance or in effect from 
time to time and will be prepayable at any time without 
premium or penalty. 


1&M now proposes to issue and sell such short-term notes 
in an aggregate amount of $7,000,000 to Mellon Bank. 
1&M will be required to maintain compensating balances of 
10% regarding the bank lines made available by Mellon 
Bank and additional compensating balances of 10% on the 
amount of any borrowings. If the full amount were bor- 
rowed from this bank, the effective interest rate to 1&M, 
based on a prime commercial rate of 9%, would be 11%%. 


The proceeds from the issue and sale of the notes will be 
used by 1&M to repay short-term debt presently outstand- 
ing and to pay part of the cost of its future construction 
program. Such construction expenditures for the first half 
of 1975 is estimated to total $100,000,000. The applica- 
tion states that, unless otherwise authorized by the Com- 
mission, all of the short-term debt of 1&M will be retired 
prior to December 31, 1975, from internal cash resources, 
debt or equity financing, or cash capital contributions. 


No fees and expenses are expected to be incurred in con- 
nection with the proposed transaction. No state commis- 
sion and no federal commission, other than this Commis- 
) \sion, has jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisifed and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended by said post-effective 
amendment, be granted: 


IT iS ORDERED, pursuant to the applicable standards 
of the Act and rules thereunder, that said application, as 
amended by said post-effective amendment, be, and it 
hereby is, granted forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 

the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18859/March 12, 1975 





( qn” the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-5338) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO A BANK 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed with this Commis- 
sion a tenth post-effective amendment to its application- 
declaration in this proceeding pursuant to Sections 6(b) 
and 12(b) of the Public Utility Holding Company Act of 
1935 (“Act’’) and Rules 45 and 50(a)(5) promulgated 
thereunder regarding the following proposed transaction. 


By orders dated June 29, 1973, June 11, 1974, July 5, 
1974, October 1, 1974, December 31, 1974, and Feb- 
ruary 3, 1975 (Holding Company Act Release Nos. 18013, 
18449, 18481, 18588, 18740 and 18795), this Commis- 
sion, among other things, authorized the issuance and sale 
of short-term notes by AEP to 6 banks in an aggregate 
amount up to $92,000,000 outstanding at any one time. 
At the time of said orders, the amximum amount of 
short-term indebtedness which AEP could incur at any 
one time could not exceed $175,000,000. 


AEP now proposes to issue and sell such short-term 

notes in an aggregate amount of $40,000,000 to First 
National City Bank. The notes will bear interest not 
greater than the prime commercial rate then in effect, will 
mature not more than 270 days from the date of issue or 
reissue thereof, and will be prepayable at any time without 
premium or penalty. The notes will be issued from time 

to time prior to June 30, 1975, as funds are required, pro- 
vided that none of the notes will mature later than Decem- 
ber 31, 1975. AEP will be required to maintain compen- 
sating balances of 10% of the bank lines made available 

by First National City Bank and additional compensating 
balances of 10% on the amount of any borrowings. If the 
full amount were borrowed from this bank, the effective 
interest cost to AEP, based on a prime commercial rate 

of 9%, would be 11%%. 


The proceeds from the issue and sale of the notes are to 
be applied by AEP, together with other funds, to make 
additional investments in certain of its public-utility 
subsidiary companies to assist them in the financing of 
the costs of their respective construction programs. 


No fees and expenses are expected to be incurred in con- 
nection with the proposed transaction. No state commis- 
sion and no federal commission, other than this Commis- 
sion, has jurisdiction with respect to the proposed trans- 

action. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse findings 
are.necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended by said 
post-effective amendment, be granted and permitted to 
become effective: 
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IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended by said post-effective amendment, be, 
and it hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18860/March 12, 1975 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


(70-5351) 


SUPPLEMENTAL ORDER REGARDING ISSUE AND 
SALE OF NOTES TO A BANK 


Appalachian Power Company (“Appalachian”), an elec- 
tric utility subsidiary company of American Electric 
Power Company, Inc., a registered holding company, 
has filed with this Commission a ninth post-effective 
amendment to the application previously filed in this 
matter pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (““Act’’) and Rule 50(a) 
(5) promulgated thereunder regarding the following 
Proposed transaction. 


By orders dated June 29, 1973, March 29, 1974, June 11, 
1974, July 5, 1974, August 23, 1974, and December 31, 
1974 (Holding Company Act Release Nos. 18015, 18348, 
18448, 18480, 18543, 18741 and 18742), this Commis- 
sion, among other things, authorized the issuance and 
sale of short-term notes by Appalachian to 91 banks in 

an aggregate amount up to $163,423,000 outstanding 

at any one time. At the time of said orders, the maximum 
amount of short-term indebtedness which Appalachian 
could incur at any one time could not exceed $175,000,- 
000. 


The notes will be issued from time to time prior to June 
30, 1975, as funds are required, provided that none of 
the notes will mature later than December 31, 1975. 
Each note payable to a bank to be issued by Appalachian 
will be dated as of the date of the borrowing which it 
evidences, will mature not more than 270 days after 

the date of issuance or renewal thereof, will bear inter- 
est no greater than the prime rate of commercial banks 
at the time of issuance or in effect from time to time, 
and will be prepayable at any time without premium 

or penalty. 


Appalachian now proposes to issue and sell such short-term 
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notes in an aggregate amount of $2,000,000 to Equibank, 


Pittsburgh. Appalachian will be required to maintain com- 


pensating balances of 10% regarding the $2,000,000 of 
the bank lines made available by Equibank, Pittsburgh 
and additional compensating balances of 10% on the 
amount of any borrowings from this bank. If the full 
amount were borrowed from this bank, the effective 
interest cost to Appalachian, based on a prime commer- 
cial rate of 9%, would be 11%%. 


The proceeds from the issuance and sale of the notes will 
be used by Appalachian to reimburse its treasury for past 
expenditures made in connection with its construction 


program and to pay part of the cost of its future construc- 


tion program. The application states that, unless other- 
wise authorized by the Commission, all of the short-term 
debt of Appalachian will be retired by June 30, 1975, 
from internal cash resources, debt or equity financing, or 
cash capital contributions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consumers 
that said application, as further amended by said post- 
effective amendment, be granted: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 

as further amended by said post-effective amendment, 

be granted forthwith, subject to the terms and conditions 
prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18861/March 12, 1975 


In the Matter of 


TRANSOK PIPE LINE COMPANY 
P. O. Box 3008 
Tulsa, Oklahoma 74101 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
P. O. Box 201 
Tulsa, Oklahoma 74102 


(70-5641) 

NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 
AND GUARANTEE OF SUCH BONDS BY PARENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Public Service Com- 
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pany of Oklahoma (‘Public Service”), an electric utility 
subsidiary company of Central and South West Corpora- 
tion (“Central’’), a registered holding company, and 
Transok Pipe Line Company (“Transok”), an intrastate 
pipeline subsidiary company of Public Service, have 

filed an application-declaration with this Commission 
designating Sections 6(a), 7, 12(b) and 12(f) of the Pub- 
lic Utility Holding Company Act of 1935 (“Act’’) and 
Rules 45 and 50 promulgated thereunder as applicable to 
the proposed transactions. All interested persons are 
referred to the application-declaration, which is sum- 
marized below, for a complete statement of the pro- 
posed transactions. 


Transok proposes to issue and sell, pursuant to the com- 
petitive bidding requirements of Rule 50 under the 

Act, $12,000,000 principal amount of its First Mort- 

gage Pipe Line Bonds, % Series due 1980 (““bonds”’). 
The interest rate (which will be a multiple of 1/8 of 

1%) and the price, exclusive of accrued interest, to be 
paid to Transok (which will be not less than 99% nor 
more than 102.75% of the bonds’ principal amount) 

will be determined by the competitive bidding. The 

bonds will be issued under an Indenture between Transok 
and the National Bank of Tulsa, Oklahoma, Trustee, 
dated as of May 1, 1975, as heretofore supplemented 

by various indentures and as to be further supplemented 
by a sixth Supplemental Indenture to be dated as of May 
1, 1975, which contains a prohibition against redeeming 
any of the bonds prior to May 1, 1980, directly or in- 
directly with borrowed funds having an interest cost to 
Transok of less than the interest cost of the bonds. Pub- 
lic Service proposes to guarantee the payment of principal 
and interest on the bonds. Transok does not propose to 
establish a sinking fund to retire any portion of the bonds 
prior to their 1980 maturity. 


The net proceeds to be derived from the sale of the bonds 
will be used by Transok (a) to repay approximately 
$7,000,000 borrowed from Central for construction 
purposes and (b) for the construction of additional gas 
transmission pipelines and gas gathering facilities. 


Fees and expenses to be incurred in connection with the 
proposed transactions are estimated at $85,000, includ- 
ing counsel fees of $12,500 and accountants’ fees of 
$12,000. The fee of counsel for the underwriters of the 
bonds is estimated at $12,500 and is to be paid by the 
successful bidders. It is stated that no state commission 
and no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 4, 1975, request in writing 
that a hearing be held on such matter, stating the nature 
0. his interest, the reasons for such request, and the 
issues of fact or law raised by said application-declara- 
tion which he desires to controvert; or he may request 
that he be notified if the Commission should order a 
hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Wash- 
ington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the applicants-declarants at the above- 
stated addresses and proof of service (by affidavit or, in 








case of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the applica- 
tion-declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of.the General Rules and Regualtions promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders issued 

in this matter, including the date of the hearing (if order- 
ed) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18862/March 11, 1975 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 
Little Rock, Arkansas 72203 


(70-5638) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK TO HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (“Middle South’’), a registered holding company, and 
Arkansas Power & Light Company (‘‘Arkansas”), its elec- 
tric utility subsidiary, have filed an application with this 
Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (”“Act’’), designating Sections 6(b), 
9(a), 10, and 12(f) of the Act and Rule 43 promulgated 
thereunder as applicable to the proposed transaction. All 
interested persons are referred to the application, which 
is summarized below, for a complete statement of the 
proposed transaction. 


Arkansas proposes to issue and sell to Middle South, and 
Middle South proposes to purchase from Arkansas, 2,400,- 
000 presently authorized but unissued shares of Arkansas’ 
common stock at a price of $12.50 per share of $30,000,- 
000 in the aggregate. The funds to be used by Middle 
South for the purchase of the common stock are pro- 
posed to be provided through borrowings from banks 
(File No. 70-5637). 


Arkansas proposes to utilize the net proceeds from the 
issuance and sale of the common stock to retire short- 
term debt outstanding which was incurred to finance 
its construction program. As of February 28, 1975, 
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such short-term debt outstanding amounted to $25,145,- 
000. 


The application states that the Arkansas Public Service 
Commission and the Tennessee Public Service Commission 
have jurisdiction over the proposed issue and sale of com- 
mon stock and that no other State commission and no 
Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. Fees and ex- 
penses incident to the proposed transactions are esti- 
mated at $6,000, including counsel fees of $4,000. 


NOTICE !IS FURTHER GIVEN that any interested person 
may, not later than April 4, 1975, request in writing that 
a hearing be held on such matter, stating the nature of 

his interest, the reasons for such request, and the issues 

of fact or law raised by said application which he desires 
to controvert; or he may request that he be notified if 

the Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicants at the 
above-stated addresses, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 


tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18863/March 13, 1975 


In the Matter of 

NEW ENGLAND POWER COMPANY 
20 Turnpike Road 

Westborough, Massachusetts 01581 
(70-5610) 


MEMORANDUM OPINION AND ORDER AUTHORIZ- 
ING ISSUE AND SALE OF FIRST MORTGAGE BONDS 


AT COMPETITIVE BIDDING AND DENYING REQUEST 


FOR IMPOSITION OF CONDITIONS AND FOR HEAR- 
ING THEREON 
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ity company subsidiary of New England Electric System 
(“NEES”), a registered holding company under the Public 
Utility Holding Company Act of 1935, seeks authorization 
under Section 6(b) of the Act to issue and sell at competi- 
tive bidding up to $80 million of its first mortgage bonds 
(“the bonds”) to mature not later than March 1, 2005. 
The price to the company and the interest rate will be de- 
termined under the competitive bidding procedure of Rule 
50. This financing has been authorized by the Massachu- 
setts Department of Public Utilities, the New Hampshire 
Public Utilities Commission, and the Vermont Public 
Service Board. The Connecticut Public Utilities Commis- 
sion accepted the order of the Massachusetts Department 
of Public Utilities as the basis for authorization. No other 
federal or state cormmission has jurisdiction over the trans- 
action. 


Notice of the application was duly published, in which 
notice March 7, 1975 was set as the last date for inter- 
ested persons to request a hearing thereon. 1/ The 
NEPCO Customer Rate Committee (‘“committee”’) filed 
a petition for intervention and objections on that day. 
The committee represents 25 Massachusetts municipali- 
ties or their electric departments and three New Hamp- 
shire wholesale customers of NEPCO. NEPCO responded 
March 10, opposing committee’s request. The committee 
replied on March 12. 


NEPCO is a generating and transmission utility company 
engaged in the production and supply of electric energy to 
its associate distributing companies in the NEES system, 
and to certain nonaffiliated customers. Approximately 
87% of its 1974 electric output was sold to affiliates. Its 
rates are subject to regulation by the Federal Power Com- 
mission (““FPC”). 


At December 31, 1974, NEPCO’s capital structure was 
as follows: 


(In Millions) 





Adjusted 
for Pro- 
posed 
Actual Bond Sale* 
First mortgage 
bonds $325 $405 52.33% 
Notes payable 120 40 5.17% 
$445 $445 57.50% 
Preferred stock 86 86 11.11% 
Common stock 
and retained 
earnings 243 243 31.39% 
$774 $774 100.00% 


*Excluding short-term debt, pro forma capitalization 
would represent 55.2% bonds; 11.7% preferred stock 
and 33.1% common. 


New England Power Company (““NEPCO”), an electric util- 
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NEPCO’s short-term debt was 18.3% of its permanent capi- 
talization at the end of 1974 and it forecasts that, without 
this bond sale, it would reach the 20% maximum permitted 
by its charter before June 30, 1975. Its 1975 construction 
budget is $82.5 million. It has budgeted the sale of $50 
million in stock in 1975 and does not plan to sell addition- 
al bonds this year. 


NEPCO has been engaged in a major expansion of its gen- 
erating capacity and placed into service at the end of 1974 
two new plants of 1,041 megawatt capacity, increasing 

its total capacity by 29.6%. Approximately a quarter of 

a billion dollars was transferred from construction in pro- 
gress to plant in service in December 1974, reducing plant 
under construction from $294 million to $50 million 

and increasing plant in service (at depreciated original 
cost) from $445 million to $695 million. The pro forma 
bonded debt of $405 million would have represented 91% 
of the revenue producing plant before these projects were 
completed, but only 58.3% of revenue producing plant 
now in service. 2/ 


Because of market conditions and other difficulties, NEP- 
CO did not permanently finance its 1974 construction 
expenditures, except for the sale of $30 million of com- 
mon stock to NEES. It accumulated a large amount of 
short-term debt, in the form of bank loans and commer- 
cial paper, substantially all of which matures in March 
1975. The proceeds of the $80 million bond issue are 

to be applied by NEPCO to reduction of this short-term 
debt, 3/ so as to reduce the balance of short-term loans 
by NEPCO to appropriate and manageable proportions. 


The substantial current interest charges incurred for the 
construction program, and other factors such as the fuel 
crisis which was particularly acute in the New England 
States, had a significant effect on NEPCO’s income in 
the past two years as shown below: 

















(In Millions) 
1972 1974 % of 1972 

Operating revenue $173 $373 216% 
Fuel $ 44 $170 386% 
Purchased energy 29 71 245% 
Other 69 91 132% 

Operating 

expenses $142 $332 234% 
Operating income $ 31 $ 41 132% 
Interest expense $ 16 32 200% 
Capitalization, 
including short- 
term debt 576 773 134% 


NEPCO has obtained an operating income for 1974 pro- 
portionate to its enlarged capitalization by a series of 
rate increases through amended tariffs filed with the 
FPC. Under the law administered by the FPC, NEPCO 
has_been collecting the increased rates, subject to refund, 
pending the FPC’s decision as to their propriety. 


NEPCO states that approximately $37 million of its gross 
1974 revenues are subject to refund in whole or in part if 
the FPC should not approve the tariffs before it. 4/ The 
bulk of the $200 million revenue increase was based on 
the fuel adjustment clause in previous tariffs and is not 

at issue there. The revenues subject to refund are approxi- 
mately 10% of the gross revenues for 1974 but represent 
almost 60% of the operating income before taxes, upon 
which the coverage requirements for the proposed bond 
issue depends. 5/ 


The inclusion of the revenues subject to refund provides 
the proposed bond issue with a coverage of approximately 
2.06 times the interest on NEPCO’s bonded debt, suffi- 
cient to permit the issuance and sale of the proposed bonds. 
If these revenues were wholly excluded from consideration, 
NEPCO’s remaining operating income would be substan- 
tially below the level required under the indenture, which 
in this respect conforms to our Statement of Policy, to 
support the issuance of any new bonds. NEPCO’s counsel 
have expressed their opinion that such revenues do meet 
the requirements of the indenture. 


Although this is an application under Section 6(b) of the 
Act, the proposed bond issue being solely for the financing 
of the business of NEPCO and having been expressly auth- 
orized by the State Commission of the state in which 
NEPCO is organized and doing business, we look to the 
standards of Section 7(d) of the Act for guidance as to 
whether the 6(b) exemption from Section 7 should be 
granted. ‘n particular, we must determine if the bonds are 
reasonably adapted to the earning power of NEPCO in 
light of the status of a critical part of the income on 
which the bond issue is based. 


We do not undertake to speculate as to the outcome of 
the proceeding before the FPC. That a substantial part of 
NEPCO’s present plant was not actually in service during 
part of 1974 may or may not be significant with respect 
to NEPCO’‘s right to retain all the charges collected dur- 
ing that year. But the fact that the plants are currently 
in service is significant for the present earning power of 
NEPCO, and provides substantial support for servicing 
the bonds it seeks to offer at this time. NEPCO has, and 
proposes to maintain a conservative and well-balanced 
capital structure. It is currently receiving revenues suffi- 
cient for this purpose. 


We are at one with the FPC in our concern for NEPCO’s 
financial needs. In its order of February 25, 1975, the 
FPC stated that it can and must consider such needs in 
determining a fair rate of return that will enable the 
company to attract capital, giving consideration to its 
ability to meet its interest coverage for its bonds. 


The objections of the committee to this application are 
not directed to the proposed bond issue itself or to the 
use of the proceeds of the issue to repay NEPCO’s 
maturing short-term debt. It contends that NEPCO is 
attempting to hinder the efforts of members of the com- 
mittee to secure access to aiternative sources of energy. 
It complains principally of various technical provisions 
contained in tariffs NEPCO has filed or is expected to 
file with the FPC. It also asserts that NEPCO has a legal 
duty to transmit (““wheel”’) such energy as its members 
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may be able to secure from other sources over its transmis- 
sion lines to committee members, but that NEPCO refuses 
to do so. Further, it asserts that the sale of these bonds 
and payment of the bulk of NEPCO’s existing short-term 
debt will restore NEPCO’s credit and enable it to borrow 
more money to finance activities to which the committee 
objects 


The committee requests that two conditions be imposed 
on the proposed financing. It asks that NEPCO be re- 
quired to agree to wheel power for the committee mem- 
bers and that NEPCO be prohibited from filing with the 
FPC tariffs if such tariffs include more restrictive terms 
and conditions with respect to energy supply to the 
committee members than are presently effective. They 
request that the application be set for hearing if NEPCO 
does not consent to these conditions. 


The committee urges that we have at least concurrent 
jurisdiction with the courts and other federal agencies 
to hear and determine complaints as to alleged mono- 
polistic practices of registered holding companies or 
their subsidiaries with respect to the supply of electric 
energy. Indeed, it goes so far as to request us to en- 
join, in effect, NEPCO from seeking relief available to 
it under the Federal Power Act. Contracts for power 
requirements are too closely related to the structure 
and level of rates to be severed therefrom as committee 
suggests. Congress has committed that subject to the 


FPC, not to us. The question of wheeling also would neces- 


sarily involve issues as to the rates for such service and 
the technological capabilities of NEPCO’s facilities. The 
committee complains that the FPC considers its express 
jurisdiction to be limited. Our Act does not expressly 
confer any such jurisdiction at all. If allegedly the anti- 
trust laws supplement The Holding Company Act (Title 
| of the 1935 Act) administered by us, they should be 
equally effective under The Federal Power Act (Title 
11) administered by the FPC. The committee’s hope 
that they might secure speedier relief from us than 
from the FPC on this subject is more flattering than 
realistic. 


In any event, we are informed that NEPCO by amend- 
ment to its application before us, represents that it will 
file at the FPC an agreement to transmit firm power 

(so long as transmission capacity, surplus to NEPCO’s 
needs, is available) across its lines to petitioners from 
sources other than NEPCO, pending a ruling by the FPC 
on this question or until June 1, 1976, whichever comes 
earlier. NEPCO reserves the right to argue before the 
FPC that such service is not in the public interest. This 
puts the issue squarely before the FPC where in our 
considered judgment it properly belongs. 


The expenses of the offering, other than the under- 
writer’s charges, which are to be determined by com- 
petitive bidding under Rule 50, are estimated at approxi- 
mately $140,000. 


We find that the application-declaration meets the 
applicable standards of the Act. It will be granted. 
The request for imposition of conditions and for a 
hearing thereon will be denied. 
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IT iS ORDERED, accordingly, pursuant to the applicable 
provisions of the Act and rules thereunder, that said appli- 
cation-declaration, as amended, be, and ii hereby is, auth- 
orized and approved, effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promulgated 
under the Act. 


IT IS FURTHER ORDERED that the request of the 
NEPCO Customer Rate Committee for the imposition 
of the conditions proposed in their protest and interven- 
tion, and the request of that committee for a hearing 
on such conditions, be, and they hereby are, denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Holding Company Act Release No. 18810, February 12, 
1975. 


2/ Both NEPCO’s bond indenture and our Statement of 
Policy limit bonded debt to 60% of bondable plant, but 
construction in progress is included for this purpose. 
The issuance of bonds against unproductive plant is in- 
directly limited by the requirement that bond interest 
be adequately “covered” by actual operating revenues, 
a requirement difficult to meet if a disproportionate 
amount of the bondable plant is not producing actual 
income. 


3/ Holding Company Act Release No. 18351, March 29, 
1974. The application before us requests authority, 
under Sections 9(a), 10 and 12 of the Act and Rule 42, 
for the repayment of $1,950,000 advanced, under this 
authorization, by NEES which also is due March 31, 
1975. 


4/ On February 27, 1975, the FPC rejected NEPCO’s 
motion to waive refund of any portion of this sum 
which might be required to provide a two-times inter- 
est coverage for the proposed bonds under its mortgage 
indenture. The FPC held that substantial factual issues 
had to be considered; although, it recognized that the 
data as to the actual costs submitted by NEPCO, if sus- 
tained, would eliminate the refund obligation. It 
ordered expedited procedures on the rate matter. 

New England Power Company, FPC Dockets E8641, 
E8251, E8169, E8476, Order of February 27, 1975. 


5/ Due to income tax effects, NEPCO states that the 
contribution of these revenues to 1974 net income is 
only about $11 million but this has no bearing on its 
coverage computation. The coverage computations are 
actually based on a 12-month period ended February 28, 
1975, and differ in other details, not material here, 

from the income statements used in the text. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 18864/March 14, 1975 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 10005 


(70-5617) 


ORDER AUTHORIZING ISSUE AND SALE OF 
COMMON STOCK 


General Public Utilities Corporation (“GPU”), a registered 
holding company, has filed a declaration and an amend- 
ment thereto with this Commission pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act 

of 1935 (““Act’’) and Rule 50 promulgated thereunder 
regarding the following proposed transaction. 


GPU proposes to issue and sell for cash before April 30, 
1975, 2,300,000 additional shares of its common stock, 
par value $2.50 per share (the “Additional Common 
Stock”), in a negotiated public underwriting through a 
group of underwriters represented by Merrill Lynch, 
Pierce, Fenner & Smith, Incorporated. The issuance 

and sale of the Additional Common Stock are not sub- 
ject to the preemptive rights of GPU’s present holders 
of Common Stock by virtue of Subdivision (f) of Article 
9 of GPU's Articles of Incorporation which permits, in 
the discretion of GPU’s Board of Directors, the issuance 
for cash in a public offering in any calendar year of an 
amount of common stock which is less than 5% of the 
number of such shares (exclusive of shares held in 
GPU’s treasury) outstanding at the beginning of such 
calendar year. At the beginning of the present calendar 
year, GPU had outstanding 47,358,002 shares of 
common stock. 


On November 7, 1974 (Holding Company Act Release 
No. 18646), this Commission announced a temporary 
suspension of the competitive bidding requirements of 
Rule 50 under the Act insofar as those requirements 
apply to sales of common stock. This suspension is 
effective, under certain conditions, until April 30, 
1975. GPU contemplates selling its stock during this 
period, and thus the sale will be exempt from the com- 
petitive bidding requirements. 


The proceeds from the sale of the Additional Common 
Stock will be used by GPU for additional investment 
in its subsidiaries and/or to repay a portion of GPU's 
short-term indebtedness, expected to be outstanding 
at the time of sale of the Additional Common Stock. 


The fees and expenses to be incurred in connection 
with the proposed issue and sale of common stock are 
estimated at $155,000, including legal fees of $39,000. 
No state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


Due notice of the filing cf said declaration has been 
given in the manner prescribed in Rule 22 promulgated 
under the Act (Holding Company Act Release No. 





18809). Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is in the public inter- 
est and in the interest of investors and consumers that 
said declaration, as amended, be permitted to become 
effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


IT iS FURTHER ORDERED that jurisdiction be, and 
it hereby is, reserved to pass upon the terms and condi- 
tions of the proposed sale of the stock, including the 
price to GPU and the underwriters’ compensation. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8710/March 7, 1975 


In the Matter of 
PUTNAM INVESTORS FUND, INC. 


PUTNAM FUND DISTRIBUTORS, INC. 
c/o Putnam Fund Distributors, Inc. 

265 Franklin Street 

Boston, Massachusetts 02110 


MERRILL LYNCH, PIERCE, FENNER & SMITH 
INCORPORATED 


THE MUNICIPAL INCOME FUND 
(First Insured Discount Series 
and Subsequent Series) 


THE CORPORATE INCOME FUND 
(First Discount Series 
and Subsequent Series) 


c/o Merrill Lynch, Pierce, Fenner & Smith Incorporated 
One Liberty Plaza 

165 Broadway 

New York, New York 10006 
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(812-3735) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR EXEMPTION 
FROM SECTION 22(d) OF THE ACT 


NOTICE iS HEREBY GIVEN that Putnam Investors Fund, 
Inc. (“Putnam Investors”), an open-end diversified man- 
agement investment company registered under the Invest- 
ment Company Act of 1940 (“Act’’), The Municipal In- 
come Fund (First Insured Discount Series and Subse- 
quent Series), The Corporate Income Fund (First Dis- 
count Series and Subsequent Series) (‘Bond Funds”), 
both unit investment trusts registered under the Act, 
Putnam Fund Distributors, Inc. (“PFD”), principal 
underwriter for sales of Putnam Investors, and Merrill 
Lynch, Pierce, Fenner & Smith Incorporated (‘Merrill 
Lynch”), principal underwriter and sponsor of the Bond 
Funds (collectively “ Applicants”), filed an application 
on December 10, 1974, and amendments thereto on 
January 28, 1975 and February 7, 1975, for an order, 
pursuant to Section 6(c) of the Act, exempting Appli- 
cants and certain proposed transactions from the provi- 
sions of Section 22(d) of the Act. All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein which are summarized below. 


Shares of Putnam Investors are continuously offered 
for sale with a minimum purchase requirement of $500. 
The sales charge for Putnam Investors shares is 82% of 
the public offering price for sales of less than $10,000, 
with lowered sales charges for larger transactions. 


Units of the Bond Funds will be offered to the public 
with a sales charge of 4% of the public offering price. 
The Bond Funds were formed for the purpose of in- 
vesting in interest-bearing municipal or corporate bonds 
which are selling at deep market discounts at the date 
of purchase. 


Merrill Lynch proposes to offer to the public on a 
combination basis, units of the Bond Funds along with 
shares of Putnam Investors (“Combined Units’’). The 
public offering price of a single Combined Unit will be 
$1,000 which will be applied first to the payment of 

the purchase price of one unit of one of the Bond Funds 
at its then public offering price per unit with the balance 
to be applied to the purchase of shares of Putnam In- 
vestors. The public offering price of a Combined Unit 
will include a sales charge consisting of 4% of that 
portion of the offering price allocated to purchases 

of units of one of the Bond Funds and 6% of that por- 
tion of the offering price allocated to Putnam Investors 
shares. Investors who purchase Combined Units and are 
thereby or are otherwise entitled to receive a further 
reduction in the sales charge on Putnam Investors 

shares by reason of the Combined Purchase Privilege, 
the Cumulative Quantity Discount or a Statement of 
Intention as described in the current prospectus of 
Putnam Investors, will receive such further reduction 

in the form of additional shares of Putnam Investors 

at the applicable public offering price. However, any 
investor otherwise entitled to sales charges under 6% will 
not be entitled to further reductions because shares are 
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purchased in combination with Bond Fund units. The 
minimum purchase by any investor will be sufficient 
Combined Units such that Putnam Investors’ minimum 
investment requirement of $500 will be met. It is anti- 
cipated that this will be two or three Combined Units 
depending upon the market discount on the bonds pur- 
chased for the Bond Fund portfolio. 


Section 22(d) 


Section 22(d) of the Act, in pertinent part, prohibits a 
registered investment company and its principal under- 
writer from selling its redeemable securities to any per- 
son other than a dealer, a principal underwriter or the 
issuer except at the current public offering price describ- 
ed in the prospectus. 


Applicants assert that a considerable portion of the 
sales charge on a Fund such as Putnam Investors covers 
the costs of initially soliciting the customer, ascertain- 
ing his financial needs, and counseling him; and that if 
a retailer sells fund shares to an investor to whom he 
has previously or contemporaneously sold some other 
financial products, much of the necessary solicitation 
and financial counseling will already have taken place 
and need not be repeated in connection with the sale 
of the fund. Applicants state that it is desirable to 
recognize such cost savings and to allow them to be 
passed along to investors. 


Applicants further state that the retailing of Combined 
Units by Merrill Lynch will allow PFD to distribute an 
increased number of Putnam Investors shares without 
a corresponding increase in selling costs; because PFD 
will be dealing with only one retailer, there will be in- 
creased coordination betwen the underwriter and re- 
tailer which, it is believed, will permit cost savings 

to each. 


Applicants propose that the Putnam Investors shares 
purchased from the same retailer in combination with 
the units of the Bonds Funds be offered to the public at 
a reduced sales load of 6% of the public offering price 
rather than at 8%%. Applicants believe that a reduc- 
tion in Putnam Investors’ sales charge from 8%2% to 6% 
of the offering price is appropriate to reflect savings 
which may be realized and passed along to investors. 
Whereas Merrill Lynch would ordinarily receive a deal- 
er discount of 7.0% of the public offering price on 

sales of Putnam Investors involving less than $10,000, it 
will receive 4.6% of the public offering price when sold 
in the Combined Units. PFD would ordinarily receive 
1.5% of the public offering price of Putnam Investors 
when the transaction involved less than $10,000, but it 
will receive 1.4% of the public offering price when sold 
as part of the Combined Units. 


Section 6(c) 


Section 6(c) of the Act authorizes the Commission to 
exempt any person, security or transaction, or class of 
persons, securities or transactions from any provisions 
of the Act, if and to the extent that such exemption 
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is necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


tion 17(b) of the Investment Company Act of 1940 (““Act’’) 
for an order of the Commission permitting officers of Ap- 
plicant, for a fee and in accordance with the other terms 
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NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 1, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues 
of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from 

the point of mailing) upon Applicants at the addresses 
stated above. Proof of such service (by affidavit or in case 
of an attorney-at-law by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under the 
Act, an order disposing of the application herein wil! be 
issued as of course following said date unless the Com- 
mission thereafter orders a hearing upon request or upon 
the Commission’s own motion. Persons who request a hear- 
ing, or advice as to whether a hearing is ordered, will re- 
ceive any notices and orders issued in this matter, includ- 
ing the date of the hearing (if ordered) and any postpone- 
ments thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8711/March 7, 1975 


In the Matter of 


PITTWAY CORPORATION 
333 Skokie Boulevard 
Northbrook, Illinois 60062 


(812-3707) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE INVESTMENT COMPANY ACT OF 
1940 FOR AN ORDER EXEMPTING TRANSACTIONS 
FROM SECTION 17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Pittway Corpora- 
tion (“Applicant”), a subsidiary of Standard Shares, 
Inc. (“Standard”), a closed-end, non-diversified, 
Management investment company, filed an application 
on October 10, 1974, and an amendment thereto on 
January 31, 1975, for an application pursuant to Sec- 


and conditions described below, to rent from Applicant 
its Lockheed Jet Star aircraft (“Jet Star”) at such time as 
it is not used for company business. All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations therein which 
are summarized below. 


As of July 31, 1974, Standard owned 1,231,880 shares 
constituting approximately 38% of the outstanding com- 
mon stock of Applicant. As a result of such ownership, 
Standard may be deemed to be in control of Applicant, 
within the meaning of the Act. 


Applicant is a diversified operating company engaged in 
the manufacture of burglar and fire alarm equipment 
and devices, the contract packaging of aerosol products, 
the manufacture of aerosol valves, the publishing of 
trade magazines and directories, including a direct mail 
marketing business with offices and manufacturing facili- 
ties in IMlinois, Ohio, New York, and Wisconsin and in- 
vestment participation in real estate ventures in and near 
Chicago, IIlinois and Montreal, Canada. 


Neison Harris, the President and chief executive officer, 
and a director of Applicant, is also Chairman of the 
Board of Standard; his brother, Irving B. Harris, is the 
Chairman of the Board of Applicant and President of 
Standard; and his brother-in-law, Sidney Barrows, a 
director of Pittway, is a Vice President and Treasurer of 
Standard. The above mentioned persons, and their fam- 
ilies, are also substantial stockholders of Standard. 


Applicant purchased Jet Star in June 1969. At the time 
of purchase, Applicant believed that it would require 
substantially the full use of Jet Star, then estimated at 
approximately 250 hours of annual flying time, but 
that it would be appropriate, at other time, to make the 
aircraft available to its officers and directors for casual 
and sporadic personal use upon payment of a fee. A 
fee, determined by reference to the manufacturer’s es- 
timate of the aggregate of the incremental cost of each 
hour of flying time (“incremental cost”) and the de- 
preciation and out-of-pocket expenses attributable, 
irrespective of hours flown, to owning and operating 
Jet Star (‘fixed costs’), was set at $1000 per hour of 
use. 


For the 1970-1973 period, aggregate flying time of Jet 
Star averaged about 254 annually with personal use by 
officers and directors averaging about 13 hours per 
year, or approximately 5% of total flying time. 


Applicant’s Board of Directors has now determined that 
it would be in che interests of Applicant to permit Nei- 
son Harris and other officers of Applicant to use Jet 
Star for purposes not related to Applicant’s business 
during periods when it is not being used by Applicant, 
upon payment of a fee equal to the cost to Appiicant 
of permitting such use plus a fixed hourly charge of 
$110. The aircraft would not be made available to 
directors who are not employees of Applicant. 
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Applicant states that since 1969 costs have risen to the point 
where the aggregate of the fixed and 'cremental costs divid- 
ed by the number of hours wo’ |am nt to $1400 to 
$1500 per hour, and that the p -ffect of attempting 
to include in the hourly charge charges for all in- 
cremental and fixed costs woul it when the aircraft 
is not used for business purposes, 't  _uld remain unused. 
Applicant states that if it can obtai:: compensation for non- 
business use in an amount sufficient to cover the costs of 
such use, plus a modest surcharge, it would be in its inter- 
ests to reduce the time the plane is unused even though the 
total charge would be less then a pro-rata amount of all 
present incremental and fixed costs and also less than the 
current fee of $1,000 per hour. Applicant, therefore, pro- 
poses to make Jet Star available to its officers for non- 
business use at such times as it is not being used for Com- 
pany business, for a fee for each hour of use equal to $110 
plus the quotient obtained by dividing the incremental 
costs of its operation during each year by the total num- 
ber of hours flown during that year. Charges will be paid 
promptly after use of the aircraft. Hourly fees will be 
pro-rated for periods of use less than an hour. Since 

actual incremental costs for a given year cannot be de- 
termined until year-end, the amount of the hourly charge 
for use during each year will be computed by reference to 
an annualized estimate of such costs for the calendar quar- 
ter proceding the date of such use; and an adjustment will 
be made at the end of such year for any difference be- 
tween such quarterly estimates and actual incremental 
costs for that year. Applicant states that, based upon 1973 
figures, the charge to officers would be $649 per hour. 

At that fee, use of the aircraft by officers for non-business 
purposes is expected to approach 30 to 40 hours per year. 
In any case, Applicant proposes to limit such use to a 
maximum of 20% of the total number of hours flown 

in any one year. 


Applicant represents that it considered leasing the air- 
craft to outside persons during periods of non-use, but 
rejected that possibility because of its conclusion that 
an outside leasing program would create scheduling 
difficulties and uncertainty as to whether the aircraft 
would be in optimum condition when needed by Appli- 
cant, and might inhibit Applicant’s own use. 


Applicant contends that, apart from the net economic 
benefit it would derive from the fees paid by officers 
who used the aircraft, such use reflects a proper exer- 
cise of business judgment for an operating company 
as tc appropriate employment incentives for key per- 
sonnel. 


Section 17(a)(3) of the Act provides, in pertinent part, 
that it shall be unlawful for any affiliated person of 

a registered investment company or any affiliated per- 
son of such a person, acting as principal, to borrow 
money or other property from such registered company 
or from any company controlled by such registered 
company. Section 17(b) of the Act provides, that the 
Commission, upon application, may exempt proposed 
transactions from the provisions of Section 17{(a), if 
evidence establishes that the terms of such proposed 
transactions, including the consideration to be paid or 
received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned and 
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that the proposed transactions are consistent with the 
policy of the registered investment company concerned 
and with the general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than April 2, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be con- 
troverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. 
A copy of such request shall be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon Appli- 
cant at the address set forth above. Proof of such ser- 
vice (by affidavit, or, in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and Re- 
gulations promulgated under the Act, an order dispos- 
ing of the application will be issued as of course follow- 
ing said date, unless the Commission thereafter orders 

a hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices or 
orders issued in this matter, including the date of the 
hearing (if ordered) and any »o0stponements thereof. 


For the Commission, by the Division of Investmert 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8712/March 10, 1975 


In the Matter of 


CANADIAN FUND, INC. 
One Wall Street 
New York, New York 10005 


(812-3756) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTION FROM SECTION 
2(a)(19) OF THE ACT 


NOTICE IS HEREBY GIVEN that Canadian Fund, Inc. 
(“Applicant”), a diversified, open-end management 
investment company registered under the Investment 
Company Act of 1940 (“Act”), has filed an applica- 
tion for an order of the Commission pursuant to Sec- 
tion 6(c) of the Act declaring that Eric L. Hamilton 
(“Hamilton”) and Howard J. Lang (“Lang”) shall not 
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be deemed “interested persons” of Applicant within the 
meaning of Section 2(a)(19) of the Act solely by reason 
of their status as directors of Sun Life Assurance Co. of 
Canada Ltd. (“Sun”). All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations made therein, which 
are summarized below. 


Hamilton and Lang, members of the board of directors 
of Applicant, are also directors of Sun, whose wholly- 
owned subsidiary, Suncan Equity Services Company 
(“Suncan”), is registered as a broker-dealer under the 
Securities Exchange Act of 1934 (the “1934 Act”). 


Sun, a mutual insurance company incorporated in 
Canada, is in the business of selling life insurance and 
annuities. Through its subsidiary Suncan, Sun offers 
for sale to the public in the United States individual 
variable annuities funded by separate-accounts which 
are registered under the Act (“variable annuity con- 
tracts”) and HR-10 plans funded by separate accounts, 
interests in which are registered under the Securities 
Act of 1933. Sun does not otherwise, directly or in- 
directly, act as a broker or dealer. Solely because it 
sells variable annuity contracts and HR-10 plans, Sun 
can has registered as a broker-dealer under the 1934 
Act and has become a member of the National Asso- 
ciation of Securities Dealers, Inc. (“NASD”). 


Applicant represents that neither Sun nor Suncan has 
ever engaged in securities transactions on be! _:f of 
Applicant or participated in the distributi: { Appli- 
cant’s shares. Furthermore, Applicant rep:. sents and 
warrants that so long as Hamilton and Lang remain 
directors of Applicant, it will not knowingly purchase 
any securities from or through, or sell any securities 

to or through, Sun or any of its subsidiaries and neither 
Sun nor any of its subsidiaries will be permitted to 
Participate in the distribution of Applicant's shares. 


Applicant represents that Hamilton and Lang in no 
way Participate in the day-to-day operations of Sun 
and its subsidiaries, and that they are neither directors 
nor officers of Suncan. 


Section 2(a)(19) of the Act, in pertinent part, defines 
an “interested person” of an investment company, its 
investment adviser and principal underwriter to in- 
clude any broker or dealer registered under the Secur- 
ities Exchange Act of 1934, or any affiliated person 
of such broker or dealer. Section 2(a)(3) of the Act 
defines an affiliated person of another person to in- 
clude any director of such other person. 


Hamilton and Lang, as directors of Sun, the parent of 
Suncan, are affiliated persons of an affiliated person 
of a broker or dealer, and thus “interested persons” 
of Applicant. 


Applicant contends that Hamilton and Lang should 

not be deemed “interested persons”’ of Applicant be- 
cause their affiliation with Sun does not affect, and will 
not impair, their independence in acting on behalf of 
Applicant and its shareholders, and the requested 
exemption is therefore consistent with the provisions 





of Section 6(c) of the Act. 


Section 6(c) of the Act provides that the Commission may 
conditionally or unconditionally exempt any person, se- 
curity, or transaction, or any class or classes of persons, 
securities, or transactions from any provision of the Act 
or of any rule or regulation under the Act if and to the 
extent such exemption is necessa-y or appropriate in the 
public interest and consist’ * wi’ : the protection of in- 
vestors and the purposes f: y intended by the policy 

and provisions of the Act 


NOTICE ISFURTHERG E=Nth ¢t any interested _er- 
son may, not later than A, 14, 1 5, at 5:30 p.m., 
submit to the Commission 1 writi g a request for a hear- 
ing on the matter accompz ied by a statement as to the 

ature of his interest, the reason for such request, and 

he issues, if any, of fact or law p: »posed to be contro- 
verted, or he may request1 athe e notified if the Com- 
mission shall order a hearir there n. Any such commun- 
ication should be addressec  Secrutary, Securities and 
Exchange Commission, Washington, D. C. 20549. A 
copy of such request shall be served personally or by mail 
(air mail if the person being served is located more than 
500 miles from the point of mailir ;) upon Applicant at 
the address stated abow . Proof of : uch service (by affi- 
davit, or in case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said 
date, unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing. or advice as to whether 
a hearing is ordered, will rec: "y notices and orders 
issued in this matter, includi:’; the date of the hearing 
(if ordered) and any postponernents thereof. 


For the Commission, by the Division of Investment Man- 


agement Regulation, pursuan* to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8713/March 11, 1975 


in the Matter of 


AMERICAN DIVERSIFIED INVESTORS FUND, INC. 
303 East Washington Street 
Bloomington, Illinois 61701 


(811-1258) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THEACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO 
BE AN INVESTMENT COMPANY 
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NOTICE IS HEREBY GIVEN that American Diversified 
Investors Fund, Inc. (““Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as an open- 
end, diversified management investment company, filed 
an application on February 11, 1975, pursuant to Sec- 
tion 8(f) of the Act for an order of the Commission de- 
claring that Applicant has ceased to be an investment 
company as defined in the Act. All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations contained 
therein, which are summarized below. 


Applicant was organized on April 7, 1964, and registered 
under the Act by filing a Form N-8A Notification of 
Registration on April 29, 1964. Applicant represents 
that pursuant to a Plan and Articles of Reorganization 
approved by its shareholders on December 30, 1974, 
substantially all of the assets of Applicant were trans- 
ferred on January 20, 1975, to Selected American 
Shares, Inc. (“SAS”) in exchange for shares of SAS 

at their net asset value. Such shares have been dis- 
tributed to shareholders of Applicant on a pro rata 

basis. Applicant has no assets other than $30,000 

cash retained to pay its liabilities and costs of liquida- 
tion. Any such cash not so utilized will be transferred 

to SAS and thereupon credited, on a pro rata basis 

and in additional shares of SAS, to SAS shareholders 
who formerly were shareholders of Appiicant. Applicant 
has no shareholders and is proceeding with its dissolution 
in accordance with the laws of Maryland. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it ! so declare by order, and 
upon the taking effect o' sux 1 order the registration 

of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than Apri! 4, 1975, at 5:30 p.m., submit 
to the Commission in writino a request for a hearing on the 
matter accompanied by a staiement as to the nature of 
his interest, and the reason for such request, and the 
issues, if any, of fact or law proposed to be contro- 
verted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, Se- 
curities and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mailing) 
upon Applicant at the address stated above. Proof of 

such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Commis- 

sion’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive 

any notices and orders issued in this matter, including 

the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Investment 
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Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8714/March 12, 1975 | 


In the Matter of 


ELT, INC. 
498 North Kings Highway 
Cherry Hill, New Jersey 08034 


B.S.F. COMPANY 
25100 La Loma Drive 
Los Altos Hills, California 94022 


(812-3747) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
AND RULE 17d-1 PROMULGATED UNDER SECTION 
17(d) OF THE ACT 


On February 14, 1975, a notice was issued (Investment 
Company Act Release No. 8675) of an application that 
had been filed by ELT, Inc. (“ELT”) a Pennsylvania Cor- 
poration, and B.S.F. Company (“B.S.F.”’), registered 
under the Investment Company Act of 1940 (“Act’’) 

as a closed-end non-diversified management investment 
company (hereinafter collectively referred to as ““Appli- 
cants’”’), on January, 9, 1975 and amended on January 
23, 1975, February 4, 1975, and February 20, 1975, for 
an order of the Commission pursuant to Section 17(b) 
of the Act exempting from the provisions of Section 
17(a) a proposed merger of B.S.F. into ELT, and for an 
order pursuant to Rule 17d-1 under Section 17(d) of 
the Act permitting officers and directors of B.S.F. 

and ELT to vote their shares in favor of the merger 

and to exchange their B.S.F. shares for ELT shares 

upon the merger. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the 
information stated therein unless a hearing should 

be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that 
the terms of the proposed merger are reasonable and 
fair and do not involve overreaching on the part of 
any person concerned, and are consistent with the 
general purposes of the Act. It is further found that 
the participation of officers and directors of B.S.F. 
and ELT as, shareholders of such companies, in the 
merger of B.S.F. and ELT is consistent with the pro- 
visions, policies and purposes of the Act and that 
the participation of other shareholders of B.S.F. and 








ELT in the merger is not on a basis different from or less 
advantageous than that of the officers and directors of 
B.S.F. and ELT. 


IT iS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed merger as set forth in the application 
is hereby exempted from the provisions of Section 17(a) 
of the Act. 


IT IS FURTHER ORDERED that the application pursu- 
ant to Section 17(d) of the Act and Rule 17d-1 is hereby 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8715/March 12, 1975 


In the Matter of 


COMPASS INCOME FUND, INC. 
20 Exchange Place 
New York, New York 10015 


(811-1719) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Compass Income Fund, 
Inc. (“Applicant”), registered under the Investment 
Company Act as a diversified open-end company, filed 
an application on November 25, 1974, and an amend- 
ment on February 20, 1975, pursuant to Section 8(f) 
of the Act for an order of the Commission declaring 
that Applicant has ceased to be an investment company 
as defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


At the Special Meeting of Stockholders of Applicant 

on October 25, 1974, the stockholders approved the 
sale of substantially all of Applicants assets in exchange 
for shares of Common Stock of Compass Growth Fund, 
Inc., (“Growth Fund”) a diversified open-end company 
registered under the Act. 


On November 1, 1974, the sale was consummated, the 
shares of Growth Fund Common Stock were distributed 
to the shareholders of Applicant and Growth Fund paid 


e or assumed all liabilities of Applicant. Applicant filed a 





Certificate of Dissolution with the Office of the Secretary 
of the State of Delaware and was thereby dissolved. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order and upon the 
taking effe * of such order the registration of such com- 
pany sh se to be in effect. 


NOTICE is FURTHER GIVEN that any interested per- 
su” my, not later than April 7, 1975, at 5:30 p.m., 
it to the Commission in writing a request for a hear- 

ing on the matter accompanied by a statement as to 

the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be con- 
troverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, Securi- 


ties and Exchange Commission, We~' on, D.C 
20549. A copy of such request shz rved >ersonally 
or by mail (air mail if the person being ‘i located 
more than 500 miles from the point © ng) upon 
Applicant at the address ste’ f such ser- 
vice (by affidavit, or in ca it-law, by 


certificate shall be filed contempora:eously with the 
request. As provided by Rule 0-5 0: « Rules and Re- 
gulations promulgated under the Act, an order disposing 
of the application will be issued as of course following 
April 7, 1975, unless the Commission thereafter orders 
a hearing upon request or upon the Commission’s own 
motion. Persons who request a hear or advice as to 
whether a hearing is ordered, wil! receive a: y notices 
anc orders issued in this matter, ir ing the date of 
the hearing (if ordered) and any pc »nements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant t~ delegated auth- 
ority. 





George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1°40 
Release No. 8716/March 13, 1975 


In the Matter of 


PUTNAM CONVERTIBLE FUND, INC. 
PUTNAM EQUITIES FUND, INC. 

THE GEORGE PUTNAM FUND OF BOSTON 
THE PUTNAM GROWTH FUND 

THE PUTNAM INCOME FUND, INC. 
PUTNAM INVESTORS FUND, INC. 
PUTNAM MARINER FUND, INC. 

PUTNAM VISTA FUND, INC. 
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and 


PUTNAM VOYAGER FUND, INC. 
265 Franklin Street 
Boston, Massachusetts 02110 


(812-3759) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR EXEMPTION 
FROM SECTION 2(a)(19) 


NOTICE IS HEREBY GIVEN that Putnam Convertible 
Fund, Inc., Putnam Equities Fund, Inc., The George 
Putnam Fund of Boston, The Putnam Growth Fund, 
The Putnam Income Fund, Inc., Putnam Investors 
Fund, Inc., Putnam Mariner Fund, Inc., Putnam Vista 
Fund, Inc., and Putnam Voyager Fund, Inc. (collective- 
ly the “Applicants”), each registered under the Invest- 
ment Company Act of 1940 (the “Act’’) as open-end 
diversified management investment companies, filed an 
application on February 5, 1975 and an amendment 
thereto on February 28, 1975, pursuant to Section 6(c) 
of the Act for an order declaring that Mr. Avery Rocke- 
feller, Jr. (‘Rockefeller’), a nominee for director of 
each of the Applicants, shall not be deemed an “‘inter- 
ested person” of the Applicants or The Putnam Manage- 
ment Company, Inc. (“Adviser”), investment adviser 

to the Applicants, or Putnam Fund Distributors, or 
Putnam Financial Services (“Underwriters”), principal 
underwriters of the Applicants, within the meaning of 
Section 2(a)(19) of the Act, by reason of his being a 
director of The Home Insurance Company (“Home In- 
surance”). All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations made therein, which are sum- 
marized below. 


Rockefeller, a proposed nominee for the position of 
director of each of the Applicants for election at their 
next meetings of stockholders to be held on or about 
April 30, 1975, is a Director of Home Insurance and 

of its subsidiary, Seaboard Surety Corporation. Home 
Capital Services, Inc. (“Home Capital’), another wholly- 
owned subsidiary of Home Insurance, is a registered 
broker-dealer under the Securities and Exchange Act 

of 1934 (the “1934 Act”), a member of the National 
Association of Securities Dealers, Inc. (the ‘““NASD”’) 
and the Philadelphia-Baltimore-Washington Stock Ex- 
change. Home Capital trades in the accounts of members 
of The Home Group and also acts as an underwriter and 
dealer in bonds. Applicants state that Rockefeller has 
no connection with Home Capital other than in his 
capacity as a Director of Home Insurance and Scabsard 
Surety Corp. 


Section 2(a)(19) of the Act, in pertinent part, defines 

an “interested person” of an investment company, an 
investment adviser or a principal underwriter to include 
any broker or dealer registered under the 1934 Act or 
any affiliated person of such broker or dealer. Section 
2(a)(3) of the Act, in pertinent part. defines an affiliated 
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person of another person to include a director of such 
person and any person directly or indirectly controlling, 
controlled by or under common control with such other 
person. 


By reason of Rockefeller’s position as a director of 
Home Insurance, which owns Home Capital, Rockefeller 
might be considered, for the purposes of 2(a)(19), to be 
an affiliated person of Home Capital and, thus, an inter- 
ested person of the Applicants, the Adviser and the 
Underwriters. 


Section 10(a) of the Act prohibits Applicants from hav- 
ing a Board of Directors which shall have more than 
60% of the members of which are interested persons of 
the Applicants. Section 10(b) of the Act requires the 
Applicants to have a majority of its directors who are 
not interested persons of their principal underwriter. 


Of the preserit Boards of Directors of the Applicants, 
more than 70% of the members are not interested per- 
sons of the Applicants, the Advisor or the Underwriters. 
The application has been submitted to preclude the 
possibility of noncompliance in the future, as well as 

to carry out the desires of the present Boards of Direc- 
tors not to increase the number of directors who are 
interested persons. 


Section 6(c) of the Act provides that the Commission 
may conditionally or unconditionally exempt any per- 
son from any provision of the Act if and to the extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicants represent that Rockefeller’s principal busi- 
ness is as Chairman of the Finance Committee, Senior 
Vice President-Finance and a Director of Grolier, Inc., a 
publishing firm, and that he is not involved in the day- 
to-day operation of Home Capital and does not control 
nor is controlled by Home Capital. 


Furthermore, Applicants state that prior to the discus- 
sion of Rockefeller’s nomination neither they nor the 
Adviser had ever done any business with Home Capital. 
Applicants undertake not to transact any business with 
Home Capital should they receive the exemption they 
have requested. In view of the large number of other 
bond dealers available, Applicants represent that their 
portfolio transactions would not be adversely affected 
by their undertaking. 


Applicants submit that Rockefeller’s independence in 
acting on their behalf would in no way be impaired 
because of his affiliation with Home Insurance. 


It is further contended by Applicants that the requested 
exemption is no less appropriate in the public interest 
or consistent with the protection of investors because 
Rockefeller indirectly owns 4% of the voting securities 
of Dominick & Dominick, Inc., a broker-dealer regis- 
tered under the 1934 Act. This stock ownership is 
subject to diminution through convertible and option 
rights of others. During the calendar year 1974, none 

of the Applicants did any brokerage business with 
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Dominick & Dominick, Inc., and during the calendar year 
1973, the Applicants paid Dominick & Dominick, Inc. 
approximately $3,200 in brokerage commissions. The 
tt Putnam Advisory Company, Inc., an affiliate of the Ad- 
viser, did approximately the same amdunt of business with 
Dominick & Dominick, Inc. in 1973 and none in 1974. 
Under these circumstances, where Applicants have done 
practically no business with Dominick & Dominick, Inc. 
during the past two years, and where Applicants further 
have no present intention of executing securities trans- 
actions with Dominick & Dominick, Inc. in the future, 
Applicants conclude that Rockefeller’s stock ownership 
in Dominick & Dominick, Inc. will not be inconsistent 
with him taking an independent role in Applicant's 
affairs. 


Applicants submit further that Rockefeller’s past rela- 
tionship with The Dominick Fund, Inc. (“Dominick 
Fund”) as director, officer and shareholder does not 
affect the merits of the application. Dominick Fund 
sold substantiatly all of its assets to Putnam Investors 
Fund, Inc. (“Putnam Investors”), one of the Applicants, 
on October 7, 1974. Rockefeller participated in this 
transaction, initiated by Putnam Investors, as a director, 
officer and shareholder of Dominick Fund. Applicants 
represent that Rockefeller is in no way beholden to 
Applicant, the Adviser, or the Underwriters as a result 
of this transaction since he participated in this trans- 
action solely in the interests of the shareholders of 
Dominick Fund, and in no way benefitted differently 
from any other shareholder of Dominick Fund. Appli- 
cants further state that although other Dominick Fund 
directors, during negotiations and after the Dominick 
) Fund stockholder approval of the transaction, approach- 
\ ed negotiators for Putnam Investors with the idea of 
considering Rockefeller for the position of Director 
of Putnam Investors, so as to provide some continuity 
of association with a director for the Dominick Fund 
stockholders who would become Putnam Investors 
stockholders, there was no provision relating to this 
suggestion in the Agreement and Plan of Reorganiza- 
tion. 


NOTICE IS FURTHER GIVEN, that any interested 
person may, not later than April 8, 1975, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such request, 
and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified 
if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being 
served is located more than 500 miles from the point 
of mailing) upon Applicants at the address stated 
above. Proof of such service (by affidavit, or in case 
of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following April 8, 1975, 
unless the Commission thereafter orders a hearing 

\ upon request or upon the Commission’s own motion. 





Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 445/March 12, 1975 


Admin. Proc. File No. 3-4632 
In the Matter of 


CAMPBELL ADVISORS, INC. 
230 Park Avenue 
New York, New York 


(801-10519 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTION 


In connection with a pending injunctive action brought 
by the Commission in the United States District Court 
for the Southern District of New York in which the 
complaint alleges the improper use of material non- 
public information in connection with transactions in 
the securities of Bausch & Lomb, Inc., 1/ Douglas Camp- 
bell, Jr. and Campbell Asset Management Company, 

two of the defendants, have submitted an offer of 
settlement that the Commission has determined to 
accept. 


Under that offer, Campbell and Campbell Asset, solely 
for purposes of settlement and without admitting or 
denying the allegations in the complaint, consented to 
(a) the entry by the court of an order permanently en- 
joining them from purchasing or selling or recommending 
the purchase or sale of the common stock of Bausch & 
Lomb, Inc. in violation of the antifraud provisions of 
Section 10(b) of the Securities Exchange Act and Rule 
10b-5 thereunder, (b) the adoption and implementation 
of procedures described in a document to be filed with 
the court concerning the receipt of material non-public 
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corporate information with respect to the securities of 
Bausch & Lomb, Inc. or any other securities, and (c) the 
institution of administrative proceedings against Campbell 
Advisors, Inc., the successor in interest to Campbell Asset, 
an applicant for investment adviser registration and a 
corporation of which Campbell is the majority stockholder 
and president, and the postponement of the effective date 
of Campbell Advisors, Inc.’s registration for 30 days to 
run concurrently with a Commission order entered at 

the request of applicant postponing the effective date 
until March 8, 1975. 


Accordingly, 1T 1S ORDERED that proceedings pursu- 
ant to Section 203(e) of the investment Advisers Act 
be, and they hereby are, instituted against Campbell 
Advisors, Inc. to determine whether its application for 
registration should be denied; and 


IT IS FURTHER ORDERED that the effective date of 
the registration of Campbell Advisors, Inc. as an invest- 
ment adviser be, and it hereby is, postponed for a 
period of 30 days from February 6, 1975. 


For the Commission by the Office of Opinions and 
Review, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ SEC v. Bausch & Lomb, Inc., et al. (73 Civ. 2458). 
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Litigation Release No. 6772/March 10, 1975 


SEC v. HERSHBERGER ENTERPRISES, INC. et al. 
(D. Kans.) 


Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, today announced that Federal District Judge 
Frank G. Theis, at Wichita, Kansas, on February 26, 
1975, signed Orders of Perrnanent Injunction by 
Consent against James W. Hershberger of Wichita, 
Kansas, and Loren E. Lake of Goddard, Kansas. 


Hershberger and Lake consented to the entry of the 
injunctive orders without admitting or denying the 
allegations in the Commission’s complaint filed Feb- 
ruary 25, 1975. Hershberger and Lake were charged 
in the complaint with violations of the registration 
provisions of the federal securities laws, and Hersh- 
berger was charged with violations of the anti-fraud 
provisions of the federal securities laws, in connec- 
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tion with the offer and sale of fractional undivided work- 
ing interests in oil and gas leases issued by Hershberger 
Enterprises, Inc. 


For further information, see Litigation Release No. 





Litigation Release No. 6773/March 10, 1975 


SEC v. ABRAXAS LAND CORPORATION, et al. 
(S.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, today announced that on February 21, 1975 
Federal District Judge Carl O. Bue, Jr., Houston, 
Texas, permanently enjoined Leslie P. Saunders, 
Randall D. Klein and David L. Ford, all of Houston, 
from further violations of the federal securities laws. 
The Judge’s order enjoins Saunders, Klein and Ford 
from further violations of the registration and anti- 
fraud provisions of the Securities Act of 1933 and the 
anti-fraud provisions of the Securities Exchange Act 
of 1934 in connection with the sale of investment 
contracts in the form of joint venture or limited 
partnership interests in reai estate syndications issued 
by Abraxas Land Corporation. 


Saunders, Klein and Ford consented to the entry of the 
Order of Permanent Injunction without admitting or 
denying the allegations in the Commission’s complaint. 


For additional information see Litigation Release No. 
6681. 





Litigation Release No. 6774/March 11, 1975 


US v. DOUGLAS V. HALTER, et al. 
(W.D. Wash. No. Cr-74-185) 


Stan J. Pitkin, United States Attorney for the Western 
District of Washington, and Jack H. Bookey, Adminis- 
trator of the Seattle Regional Office of the Securities 
Exchange Commission, announced today that on 
March 7, 1975, the Honorable Donald S. Voorhees, 
United States District Judge for the Western District 
of Washington, sentenced Douglas V. Halter to confine- 
ment for the term of five years on each of two counts 
of selling unregistered securities in violation of Sec- 
tion 5 of the Securities Act of 1933, the terms to 

run concurrently. Sentence was imposed on Halter’s 
plea of quilty to the two counts, the remaining 
counts of the indictment against him being dismissed. 
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The return of the indictment was reported in Litigation 
Release No. 6416. 





Litigation Release No. 6775/March 11, 1975 


SEC v. CARIB INVESTMENTS, INC., et al. 
(USDC, D.C., Civil Action No. 75-0198) 


William R. Schief, Administrator of the Washington 
Regional Office of the Securities and Exchange Commis- 
sion, announced that on March 6, 1975, the Honorable 
Gerhard A. Gesell, U. S. District Court Judge for the 
District of Columbia, entered Final Judgments of perma- 
nent injunction against Carib Investments, Inc. and 
Caribbean Development Co. of America, Ltd., both of 
Rockville, Maryland; Donald J. Ryan of Barbados, 

West Indies; Peter R. Peluso of Arlington, Virginia; 

and David R. Lawson of Bethesda, Maryland. 


The defendants appeared in open court before Judge 
Gesell and consented to the filing of Final Judgments 
against them without admitting or denying the allega- 
tions of the Commission’s complaint. The orders enjoin 
the defendants from violations of the securities registra- 
tion and anti-fraud provisions of the Securities Act of 
1933 and the Securities Exchange Act of 1934 in con- 
nection with the offer and sale of limited and general 
partnership interests or any securities of any other 
issuer. The defendants are enjoined from making un- 
true statements of material facts and omitting to 

state rnaterial facts concerning, among other things, 
returns which investors could expect to receive on their 
investments, markups on the purchase price of parcels 
of real property underlying certain of the partnerships, 
the use of investor proceeds, the commingling of 
investor funds, and material risks attendant to the 
investment. 


For further information see Litigation Release Nos. 
6740 and 6764. 





Litigation Release No. 6776/March 11, 1975 


SEC v. DYNAVEST FUND, INC., JOSEPH J. REGA, JR., 
MICHAEL W. REGA, RONALD G. E. SMITH 
(D.N.J. 74c 1807) 


William D. Moran, Regional Administrator of the New 
York Regional Office announced that on February 14, 
1975, the Honorable Herbert J. Stern, United States 
District Judge, District of New Jersey approved and 
“so ordered” a STIPULATION AND ORDER which 


provided that defendant Ronald G. E. Smith, of New 
York, New York, without admitting or denying the 
allegations in the Commission‘s complaint, will refrain 
from acting or serving in the following capacities unless 
he secures prior written permission of the Commission: 
(i) as an officer, director, member of any advisory 
board, investment adviser, employee or depositor of 
any registered investment company and (ii) as princi- 
pal underwriter of any registered investment company 
which is an open-end company, unit investment trust, 
or face amount certificate company. 


For further details see Litigation Release Nos. 6610 
and 6623. 





Litigation Release No. 6777/March 11, 1975 


SEC v. UNIVERSAL UNDERWRITING SERVICE, INC., 
et al. 
(USDC, Utah C-74-368) 


Robert H. Davenport, Administrator of the Denver Re- 
gional Office of the Securities and Exchange Commis- 
sion, announced that on February 20, 1975, the Hon- 
orable Willis W. Ritter, Chief Judge of the United States 
District Court for Utah, issued an Order of Permanent 
Injunction against Universal Underwriting Service, Inc., 
a broker-dealer firm doing business in Salt Lake City, 
and against its officers, Grant E. Mann of Bountiful, 
Utah and Gordon O. Bigler of Mantua, Utah. The in- 
junction was issued pursuant to the consent of the 
defendants and restrained further violations of Securi- 
ties and Exchange Commission rules relating to mini- 
mum net capital requirements for brokers and dealers. 
The defendants neither admitted nor denied the allega- 
tions made by the Commission in its complaint. 


For further information see Litigation Releases Nos. 
6629 and 6689. 





Litigation Release No. 6778/March 11, 1975 


SEC v. TECHNICAL POULTRY PROCESSING 
EQUIPMENT, INC., et al. 
(D. Nebr. Civil Action No. 74-L-184) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange Commis- 
sion today announced that on February 24, 1975, the 
Honorable Robert Van Pelt, Judge of the Federal Dis- 
trict Court for the District of Nebraska, entered an 
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Order of Final Judgment Enjoining Howard R. Tackitt 
from violating certain of the antifraud provisions of the 
federal securities laws in the offer for sale and sale of 
stock of Technical Poultry Processing Equipment, Inc. 


The order also enjoins Howard R. Tackitt from violating 
the registration provisions of the federal securities laws 
in the offer for sale or sale of the above named securities, 
stock of Continental Poultry Equipment, Inc. or any 
other security of any issuer. 


The defendant consented to the entry of the Order with- 
out admitting or denying the allegations of the Com- 
plaint filed by the Securities and Exchange Commis- 
sion on November 25, 1974. 


The other defendants in the case had previously con- 
sented to the entry of orders enjoining them without 
admitting or denying the allegations of the Complaint. 


For further details see litigation release nos. 6632 and 
6667. 





Litigation Release No. 6779/March 11, 1975 


SEC v. TWENTIETH CENTURY MOTOR CAR 
CORPORATION, et al. 
(C.D. Ca. 75-833-EC) 


Gerald E. Boltz, Administrator of the Los Angeles Re- 
gional Office of the Securities and Exchange Commis- 
sion, announced today, March 6, 1975, the signing of 
a temporary restraining order by Federal Court Judge 
E. Avery Crary in Los Angeles, California, against 
Twentieth Century Motor Car Corporation (Nevada), 
Twentieth Century Motor Car Corporation (Texas), 
G. Elizabeth Carmichael, Leonard Katz, Samuel Schlis- 
man, Edward J. Comstock, Andrew Ray Farrell, Bur- 
ton White, and Jay Gardner restraining those parties 
from violating the registrationand antifraud provisions 
of the federal securities laws. This order was entered 
upon an application by the Commission following the 
filing yesterday of a complaint against these parties 
alleging that they violated those provisions of law and 
seeking an injunction against them from further viola- 
tions of those laws, a receivership and an accounting 
for funds received 


Included in the restraining order entered today is a 
protective order against destruction of records of the 
corporations involved; an order against dissipation of 
the assets or monies of those corporations; and an order 
against dissipation by G. Elizabeth Carmichael or 
Samuel Schlisman of their bank accounts or funds. 


In its complaint the Commission alleged that the defend- 
ants have offered and sold securities in violation of the 
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registration requirements of the Securities Act of 1933. 
The securities referred to include the common stock of 
20th Century Car; promissory notes of 20th Century Car 
convertible into stock of that corporation; promissory 
notes of Carmichael secured by stock of 20th Century 
Car in the name of Carmichael into which these notes 

are convertible; evidences of indebtedness, investment 
contracts and interests and instruments commonly 

known as a security in the form of so-called ‘‘dealerships” 
and “options” for delivery of automobiles. 


Additionally the complaint charges that the defendants 
violated the anti-fraud provisions of the Securities Act 
of 1933 and of the Securities Exchange Act of 1934. In 
this regard the complaint alleges that the defendants 
have been engaged in a fraudulent course of conduct 
involving the acquisition of the development rights to 

a three-wheeled motorcycle, falsification of the char- 
acteristics, development of, and ability to produce this 
vehicle, and “development” activity aimed more at 
promotional purposes than at actual development of an 
operating vehicle as described to the public, all for the 
purpose of raising funds for the personal benefit of 

the defendants through the sale of securities of the cor- 
poration formed as the umbrella under which this activ- 
ity occurred. In furtherance of this activity, the complaint 
charges that brochures and films were produced falsely 
touting mileage and safety features of the company’s 
“new” automobile called the ““DALE;” falsely stating 
specifications for this car for which there are no bases; 
and falsely claiming that new innovations in automobile 
design are involved in the DALE. The complaint goes on 
to charge that in furtherance of this fund raising scheme, 
prospective employees were required to invest with the 
company; California investors were sent to Nevada to close 
stock sales transactions after a California Desist and Re- 
frain order was entered; funds were raised through sales 
of promissory notes in an attempt to evade federal and 
state securities laws; and venture capital funds were 
raised through sales of so-called “dealerships” and 
“options” for delivery of automobiles. Also alleged 

is that in the raising of these funds many investors were 
advised to use cashier’s checks or cash or to make checks 
payable to defendant G. Elizabeth Carmichael, and no 
records were kept of the funds received in this manner 
and no verification exists as to whether all such funds 
were actually received by the corporation. 


A hearing has been set for March 24, 1975, at 1:30 p.m. 
at which time the Court will consider whether to grant 
a preliminary injunction or any other relief pending the 
final determination of this case. 


These defendants have recently been the subject of 
actions brought in California and Texas by state author- 
ities to enforce the securities laws in those states. 
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SEC v. GULF OIL CORPORATION, et al. 
(United States District Court for the District of Columbia) 


The Securities and Exchange Commission today announced 


the filing of a Complaint in the United States District 
Court for the District of Columbia against Gulf Oil Cor- 
poration and Claude C. Wild, Jr. 


In essence, the Commission’s Complaint alleges that the 
defendants violated Section 13(a) and 14(a) of the 
Securities Exchange Act and certain rules promulgated 
thereunder by filing with the Commission annual re- 
ports and soliciting proxies from shareholders of Gulf 
Oil Corporation which failed to disclose that the defend- 
ants and others had created a secret fund of corporate 
monies for the making of unlawful political contributions 
and other purposes. Additionally, the Complaint alleges 
that Gulf Oil Corporation financial statements filed 

with the Commission falsely described the net income 
and expenses of the corporation and understated its 
assets. 


The Complaint further alleges that the defendants and 
others, by means of false entries on the books and records 
of Gulf Oil Corporation, caused to be disbursed in excess 
of $10 million in corporate funds to a wholly-owned 
foreign subsidiary (Bahamas Exploration Company, 

Ltd.) and through other subsidiaries. Monies transferred 
to Bahamas Exploration Company, Ltd. (approximately 
$5.4 million) were converted to cash and returned to 

the United States for political contributions and related 
expenses, a substantia! portion of which was unlawful. 
The balance of the monies diverted through false en- 
tries on corporate books was disbursed overseas in 

cash. 


Defendant Gulf Oil Corporation consented to the entry 
of an order of permanent injunction which restrains it 
from further violations of Sections 13(a) and 14(a) of 
the Securities Exchange Act. The order also enjoins Gulf 
Oil Corporation from using corporate funds for unlaw- 
ful political contributions or other similar unlawful 
purposes, from making materially false or fictitious 
entries in its books and records and from establishing 
or maintaining any secret or unrecorded fund of cor- 
porate monies or other assets or making payments or 
disbursements therefrom. 


As part of the order entered against it, Gulf Oil Corpor- 
ation undertakes to continue the inquiry of an already 
constituted Special Review Committee which is em- 
powered to examine such matters, including the cor- 
porate books and records, as it deems necessary to com- 
plete its examination of the use of corporate funds for 
contributions, gifts, entertainment or other expenses 
related to political activity and other material 

matters revealed in the course of earlier investiga- 

tions. 


Additionally, Gulf Oil Corporation undertakes that the 
Special Review Committee shall complete its inquiry 
within 90 days of the entry of judgment and shall pre- 





pare a written report for the Board of Directors within 
30 days thereafter, filing the report with the Commission 
as an exhibit to current report Form 8-k and with the 
Court as part of the record of this action. The Board of 
Directors of Gulf Oil Corporation shall then independent- 
ly review and implement the report. 


The Commission reserves the right to seek such further 
relief as may be necessary or appropriate if it is not fully 
satisfied that Gulf Oil Corporation has complied with 
and implemented its undertaking. 





Litigation Release No. 6781/March 13, 1975 


SEC v. LARRY RICHARD WILLIAMS, et al. 
(C.D. Cal. No. 75-410-WMF) 


Gerald E. Boltz, Administra‘ the Los Angeles office 
of the Securities and Exchz ommission announced 
that on February 7, 1975 the -ommission filed a com- 
plaint in the United States District Court in Los Angeles 
charging Larry Richard Williams of Greenborough, 
Montana; Charles L. Lindsay of Thousand Oaks, Cali- 
fornia and Commodities Timing of Monterey, Califor- 
nia with violations of the registrat’ » and anti-fraud 
provisions of the Securities Act of 933 in connection 
with the alleged offer and sz - of i ivestment contracts 
relating to a system for mak 1g pr. ‘itable investments 
in the commodities market. 


In this complaint, the Comm ission asked for a tempor- 
ary restraining order, a preliminary injunction and a 
final judgment of permanent injunction restraining and 
enjoining the defendants fro: 1 further violations of the 
registration and anti-fraud provisions. 


On February 7, 1975, the Honorable William Matthew 
Byrne, District Judge, denied the Commission’s appli- 
cation for a temporary restraining order. 





Litigation Release No. 6782/March 13, 1975 


SEC v. SAXON SECURITIES CORP., et al. 
(S.D.N.Y.) 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced today that on February 24, 
1975, United States District Court Judge Robert J. 
Ward, upon consent, appointed Joseph O. Barton Re- 
ceiver for Saxon Securities Corp., a broker-dealer 
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located at 52 Broadway, New York, New York. On 
January 31, 1975 Judge Ward had, upon their consents, 
permanently enjoined Saxon Securities Corp., Robert 
W. Herko, its president, a director and a stockholder, 
and Bernard B. Herman, its secretary-treasurer, a 
director and a stockholder, from violations of the anti- 
fraud, net capital, customer segregation, bookkeeping 
and supplemental reporting provisions of Sections 10(b), 
15(c)(3) and 17(a) of the Securities Exchange Act of 
1934 and Rules 10b-5, 15c3-1, 15c3-3, 17a-3, 17a-4 and 
17a-11 thereunder. 





Litigation Release No. 6783/March 14, 1975 


US v. DONALD C. LANGE, HAROLD SCHWARTZ, 
JAMES J. JOURNIGAN, AND MARTIN L. SANCHEZ 
(C. D. Cal.) 


William D. Keller, United States Attorney for the 
Central District of California, and Robert H. Daven- 
port, Administrator of the Denver Regional Office of 
the Securities and Exchange Commission, today announ- 
ced that on March 3, 1975 the Honorable Malcolm M. 
Lucas, United States District Judge at Los Angeles, 
California, sentenced Donald C. Lange, formerly of 
Marina del Rey, California and Casper, Wyoming, to 
three years imprisonment. On February 3, 1975, 
Lange was convicted of fraud in the sale of securities, 
mail fraud, sale of unregistered securities and conspir- 
acy in connection with the sale of common stock of 
Pollution Reduction Corporation, a Wyoming corpor- 
ation, of which he was president. 


Harold Schwartz of Los Angeles and James J. Journi- 
gan of Scottsdale, Arizona, who were likewise con- 
victed, received sentences of six months in prison and 
two years probation. They were formerly vice presi- 
dents of Pollution Reduction Corporation. 


Martin L. Sanchez, of Casper, Wyoming, auditor of 
Pollution Reduction Corporation, was placed on pro- 
bation for two years and fined $1000 on his convic- 
tion of fraud in the sale of securities, mail fraud and 
conspiracy. 


For further details see Litigation Release Nos. 6104 and 
6725. 
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TRUST INDENTURE 





TRUST INDENTURE ACT OF 1939 
Release No. 387/March 13, 1975 


The Securities and Exchange Commission has issued 

an order under the Trust Indenture Act of 1939, on 
application of Bay State Gas Company (the “‘Company”), 
declaring that the trusteeship of the First National Bank 
of Boston (“First National’) under six indentures of the 
Company is not so likely to invo!ve a material conflict 

of interest as to make it necessary to disqualify First 
National from acting as trustee under any of the inden- 
tures. 
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